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LETTER OF TRANSMITTAL 


SeLEctT CoMMITTEE ON SMALL BUSINESS OF THE 
House or REPRESENTATIVES OF THE UNITED SraTEs, 
Washington, D.C., December 23, 1960. 
To Members of the House Small Business Committee: 


The accompanying staff report, entitled ‘Banking Concentration 
and Small Business,’ has been prepared at my request in order to 
make available certain newly acquired information regarding the 
increased concentration that has developed in the U.S. commercial 
banking business. The report outlines the various factors believed 
to have contributed to the change, naming especially increased mer- 
gers and the apparent unwillingness of the Federal Reserve Board to 
enforce the antitrust statutes. 

It is shown that multiunit chain banking possesses two-thirds of all 
of the commercial bank resources of the Nation and about three-fourths 
of all the loans. In many States, the report adds, the total resources 
of the independent unit banks represent less than 10 percent of the 
total for the State. Tabulations and tables are listed in the report 
showing the concentration existing in each of the larger cities, in 
each of the States, and in the United States as a whole. 

Inasmuch as our Nation’s small business independent unit banks, 
as well as small business generally, must be protected fully from the 
threats of undue concentration and monopoly in banking, I believe 
this document raises danger signals that merit careful observance and 
study by the Congress and the appropriate regulatory agencies, 

incerely yours, 
Wricat PatTMan, 
Chairman, Select Committee on Small Business. 


Im 


SeLect CoMMITTEE ON SMALL BUSINESS OF THE 
House or REPRESENTATIVES OF THE UNITED STaTEs, 
Washington, D.C., December 19, 1960. 
Hon. Wricut PaTMANn, 
Chairman, Select Committee on Small Business, 
House of Representatives, Washington, D.C. 

Dear Mr. Parman: Herewith report covering a staff study on 
banking concentration and small business, which study was under- 
taken at your request. 

Respectfully yours, 


B. H. Jacques, Staff Director. 
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BANKING CONCENTRATION AND SMALL BUSINESS! 


I, THE SrrucTURE OF THE AMERICAN COMMERCIAL BANKING SYSTEM 
INTRODUCTION 


In its broader sense bank structure covers a variety of financing 
institutions. For instance, when a businessman needs credit of vary- 
ing length and type he may go to a commercial bank, to a building 
and loan association, to an insurance company, to a commercial factor 
or sell bonds to the public through an organized exchange or over the 
counter. ‘To cover so wide a range is beyond the scope of this report. 
We must confine ourselves to a much narrower concept, the structure 
of the commercial banking system. This structure has changed in the 
past and has changed again in recent years. In fact, it is not too much 
to say that the structure of the banking system in America is in a 
period of transition. 

When we refer to structure in its strictest sense we are referring to 
the way banks are organized. They may be unit banks, branch banks, 
or members of group banking associations. These institutions and 
structural forms are Bis. os over the years in response to the shifts 
in the American economy and in porisiea! opinion, as expressed in 
State and National laws. Within the last 4 years important Federal 
legislation has been passed regulating bank holding companies? and 
bank mergers.* 

In New York State, legislation has been recently passed authoriz- 
ing the formation of holding companies and the expansion of branch 
banking into specified banking regions,‘ while Illinois and Missouri 
have had public referendums on the question of whether branch bank- 
ing legislation should be liberalized. 

On the whole, branch banking legislation within the boundaries of 
a State are considered reserved to the States. This has proven a 
roadblock to Federal restriction of branch banking expansion where a 
State has opened its territory to branch banking. The American 
dual banking system, with the coexistence of national banks and banks 
chartered by the 50 States, is unique among nations. The system 
springs from the continuing conflict between Federal power and 
States rights which has characterized American politics over the years, 
and which has complicated legislation in fields other than banking. 
Education and social security are but a few examples of similar con- 
current jurisdiction. 

In most other countries, a few banks with many branches dominate 
the commercial banking scene. In the United States, however, there 
have been those who have long fought concentration in niga £ 
They have feared that any increase in such concentration would 


1 A staff report. 
? Bank Holding Company Act of 1956 (70 Stat. 133). 
3 Amendment of sec. 18(c) of the Federal Deposit Insurance Act (Public Law 86-463, enacted May 13, 


‘ Oh, 237 of the Laws of New York of 1960. 
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permit the few powerful banks concentrated in the eastern money 
markets to strengthen their dominance over the entire banking 
structure. 

In the West and in the South, especially, there has been a fear of 
the dominance exercised by the big city money centers, particularly 
New York. For instance, a Senate subcommittee commented: 


Your committee believes that the destruction of the Amer- 
ican unit banking system, resulting in the further concen- 
tration of credit facilities, would have revolutionary effects 
upon our free enterprise system. Ultimately, monopolistic 
control of credit could entirely remold our fundamental 
political and social institutions.° 


In the following pages we will attempt to treat in order, the nature 
of the market for banking services, the problem of concentration per 
se in banking, the growth of group and branch banking in the United 
States, especially in recent years, and to analyze the efficacy of present 


Federal and State legislation covering concentration and monopoly 
in the field of banking and credit. 


Concentration Measures and the Market for Banking Services 


Branch banking and holding company banking are devices whereby 
several banks are brought under a single control. The significant 
measure, of course, is the degree of market power of the resulting 
concentration. This brings us to a consideration of the problem of 
concentration per se. The main problem here is the degree of con- 
trol of banking resources by the largest banks whether they be unit 
banks, branch banks, or group banks. 

The American banking system has long been characterized by a 
large number of relatively small banks. In 1959, more than half the 
banks in the country had less than $10 million in deposits and more 
than 30 percent had less than $2 million in deposits. However, in 
that year 67 banks controlled more than 40 percent of the assets. 
It is apparent from an examination of table I that the same per- 
centage has consistently controlled more than 40 percent of deposits 
since 1929. In fact, the percent of control has dropped considerably 
from a high of 52.2 percent in 1940. In 1940, 14 banks controlled 
31.1 percent of all deposits. By 1959, this percentage had dropped 
to 22.6 percent. The largest 100 banks had 56.7 percent of all de- 
+ ee in 1940 and 45.7 percent in 1959. Giant banks like the Chase 

anhattan Bank and the First National City Bank of New York 
had assets of more than $8.4 billion while the Bank of America is 
approaching the $11.6 billion mark in total assets. This concentration 
is connected with branch banking to some extent since many of the 
largest banks operate branches. However, concentration ratios in 
1934 and 1940, a period where branch banking had not become as 
important as it has in recent years, showed a higher concentration of 
deposits in a small number of banks constituting less than a fraction 
of 1 percent than in 1959. It should be pointed out that in these 
years of uncertain economic conditions, the big depositors favored 
the larger New York banks over the small banks for they felt their 


5S, Rept. No. 609, 84th Cong., Ist sess. 2 (1955). 
€ See table I and chart I, herein. 
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deposits would i. safer. However, after 1940, due to the expansion 
of the economy by reason of increased production of war materiels, 
a 


these fears were 


yed and deposits were more equitably distributed. 


TaBLE I,—Relative importance of the largest commercial banks in continental United 
States Dec. 31, selected years, 1920-59 


1920 1929 1934 1940 1949 1959 
All commercial banks: 
30, 444 24, 287 15, 518 14, 477 14, 156 13, 444 
Deposits (millions) ................... $35,947 | $51,282 | $40,060 | $65,431 | $145,174 | $219, 043 
Largest 100 banks: 
Percent of number of all commercial 
0. 0. 41 0. 64 0. 69 0.71 0.74 
Deposits (millions) - ..........-.-..... () $21,506 | $21,462 | $37,081 | $64,611 $99, 852 
Precast of deposits of all commercial 
(4) 41.9 53.6 56.7 44.5 45.6 
10 banks: 
$3, 481 $8, 400 $9,169 | $17,244 | $27, 505 $44, 247 
Percent of deposits of all commercial 
9.7 16,4 22.9 26.4 18.9 20.2 
Largest bank: 
posits (millions) -........-......-.. $699 $1,314 $1, 629 $3, 466 $5, 656 $10, 251 
Percent of deposits of all commercial 
Largest % of 1 of the banks: 
152 121 78 72 71 67 
Deposits Guilliens).................... () $22,555 | $20,135 | $34,159 | $58, 519 $88, 350 
Percent of deposits of all commercial 
Largest Yo of 1 percent of the banks: 
Number of banks.............-.....-- 24 16 14 14 13 
Deposits (millions) --...........-.---. () $13,315 | $11,897 | $20,360 | $32, 607 $49, 487 
Percent of deposits of all commercial 
banks... () 26.0 29.7 31.1 22.5 22.6 


1 Not available. 


Source: Compiled for the committee by the Federal Deposit Insurance Corporation. 


CuHart I. PERCENTAGE DISTRIBUTIONS OF NUMBERS AND TorTaL ASSETS OF INSURED 
COMMERCIAL BANKS GROUPED BY Deposit S1zz, JUNE 30, 1954, anp JuNE 10, 1959 
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As banks have tended to move toward the urban areas and as 
population has increased in the Nation as a whole, the average size 
of banks has increased and today the average commercial bank has 
deposits five times larger than they had in 1934. Part of this is due 
to the expansion of the economy during World War II. In a growing 
economy, the banking system furnishes the largest part of the money 
supply and, therefore, grows as the economy grows. Moreover, 
under the stress of wartime conditions the Government is forced to 
expand credit and, therefore, the bank assets and deposits will in- 
crease at an abnormal rate. Because of these factors the average 
bank was bound to grow in size even if the average number of banks 
had not declined slightly. In spite of the average growth of all 
banks, it is still possible to have concentration in banking. If the 
banking system as a whole were divided into a size scale, those at 
the top of the scale may still grow faster than the average and those 
at the bottom of the scale decline in respect to the average. How- 
ever, we are discussing a national market in this type of analysis 
and the average businessman operates in a much enailee market than 
the Nation as a whole. 


The Nature of the Banking Market 


Usually one measures concentration by the share of the market 
held by the various firms selling in it. If the market is supplied by 
only one seller, we call it “monopoly.” If it is supplied b a few 
firms, it is called “oligopoly.” If more firms supply the market it is 
more or less competitive. What are we to call banking where the 
100 largest banks in the Nation represent only a fraction of 1 percent 
of all banks. In any other industry if it took 100 firms to supply 
40 percent of a market, that market would be considered competitive. 

he banking market is not entirely national in scope, however. 
Banking services are used frequently and many of these users cannot 
be too far away from the bank office. Thus, there are a large number 
of banking markets with shadowy borderlines. These borderlines may 
shift as the mobility of population shifts. In some areas it has already 
shifted from a one-town to a multi-county metropolitan area of some 
15 million people. An example is the New York area, whose metro- 
olitan area takes in many counties in three States. Many New York 
anks advertise that you may use their services ‘‘if you live or work 
in New York.” If a man leaves his home early in the morning lon 
before banking hours and comes home long after banking hours, an 
his bank is closed on weekends, he will find it convenient to bank in 
New York City. It would be interesting to find out how many com- 
muters keep their savings and checking accounts in New York banks, 
rather than in the towns where they own their homes. Some suburban 
banks have countered this trend by opening up drive-in offices near 
the train station which are open early in the morning, and also by 
staying open some evenings. This shift in population—the movement 
to the suburbs—has adversely affected many urban banks. It is the 
more prosperous elements among the customers who have done the 
moving. Often they are replaced in the core of the city by low- 
income groups who do not use banking services to the same extent 
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and for the same purposes as their predecessors. Banks often feel 
that they must move with their customers if they are to retain their 
share of deposits, and of lucrative business. This situation facilitates 
branch banking and works at a disadvantage to the unit bank. 

Not only are ordinary concentration measures of limited value for 
the eyes es of concentration of banking because of the regional 
nature of the market, but the banking business itself cannot be com- 
pared to an ordinary business venture. There is a qualitative differ- 
ence in the very pape of a bank and an ordinary business. While 
the bank is not a public utility, like a telephone or gas company, it is 
regulated almost as much as a public utility, and it is universally 
regarded as being “‘affected with the public interest.” 

A public utility often receives a grant of monopoly in return for its 
turning its back on profit maximumization and acceptance of State 
regulation of the rates which it may charge. Technically speaking 
banks receive no grant of monopoly but their entry is restricted far 
more than is the case with ordinary businesses, and they are regulated. 

While money is safer when deposited in an insured bank, the great 
majority of banks are insured by the Federal Government to a maxi- 
mum of $10,000 for each account. Many building and loan and 
mutual savings banks are also insured. Therefore, the safety of 
money is not a competitive factor for any but very large depositors. 

If banks do not compete with each other in terms of safety of de- 
pean or in respect to interest charged on loans or given for deposits, 

ow do banks compete? This brings us to a consideration of the 
nature of banking competition. 

Industrial concerns produce economic goods—goods which can 
either be consumed directly or used in the production of other goods. 
However, the product which the bank “sells’—credit—is not in itself 
an economic good. Rather, it is a means of producing or purchasing 
other economic goods. The rate of interest is the price paid for the 
use of borrowed money, and the borrowed money itself is a generalized 
form of purchasing power. Also, the banker’s commodity—credit—is 
sold through time. The buyer purchases on the first day, the day 
which he acquires the loan and pays back 60, 90, or 100 days later, 
plus interest. Therefore, the banker is selling present purchasing 
power and being paid back at a later date in future purchasing power. 

There are other complications to the sales which a banker makes. 
Since he must wait for payment he subjects the would-be buyer of 
purchasing power to a series of tests. If the buyer (borrower), passes 
on the scores of character and credit rating, he may receive an un- 
secured loan. If he cannot pass, he may be asked to deposit collateral 
as a security for payment. If he is still considered risky, even with 
collateral, he may be asked to pay a rate of interest higher than the 
ordinary. In this way, the price of credit is still;further raised. 

From the standpoint of service to the community, we may conclude 
that the more banks there are, the greater likelihood there is of there 
being true competition for customers between banks, and a greater 
opportunity for businessmen to receive loans, other things bein 
equal. If there is only one bank in town and a businessman is turne 
down for a loan, he has no alternative source of supply in that town. 


fe 
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If there are five banks in town, but all controlled by the same holding 
company or branches of the same bank, the net effect is the same. 
If the businessman is turned down by any one of these banks he has 
no alternative supplier in the area concerned. Whether he has al- 
ternative sources of credit supply in the surrounding area, depends 
on the nature of the area in which he lives. If the town is isolated, 
and the next center of banking facility is a considerable distance 
away, he is in a very disadvantageous position. If, however, there 
are other banks in surrounding communities, only a short drive from 
his business, he does bave alternative sources of supply. If, however, 
the State in which he is in is dominated by branch banks he may find 
that even if he travels 50 or 100 miles the bank in the other com- 
munity is also part of the ‘‘chainstore” system and having been turned 
down by one branch of the chain he cannot get credit elsewhere. 
Therefore, all things being equal, any reduction in the number of 
banks in a given market area or any feature of concentration such as 
the growth of branch banking systems or holding company systems 
will tend to diminish competition in that area and make it more 
difficult for a given businessman to secure loans. The bulk of the 
bank’s business consists of loans to various activities in commerce. 
By ‘‘commerce,”’ we mean wholesale or retail trade. Banks do not 
ordinarily purchase securities of investment companies but they do 
often make loans which are used for the purchase or acquiring of 
securities of this nature. Certain categories of consumer loans are 
extremely important to business. The bulk of consumer loans given 
by banks finance the purchase of consumer durable goods in this 
country. Where the bank lends to a consumer for the purchase of an 
automobile or a washing machine, it is considered a consumer loan; 
the same loan granted to the automobile dealer or the dealer in a 
pliances for the purpose of enabling him, in turn, to make credit 
available to the consumer, is considered a business loan. The net 
effect is the same. The banking system enables the goods to turn 
over more rapidly by increasing the purchasing power of the com- 
munity in question through the use of credit of this nature. It is 
not too much to say that the main function of the banking system is 
the provision of loans to businesses of one sort or another. 

It is obvious, then, that in the banking market the existence of 
alternative sources of supply for the would-be borrower is of the utmost 
importance. Definition of the geographic area is difficult but we 
might consider it as a metropolitan area, or a city and the adjacent 
area which is served by that city. The average borrower will find it 
natural to borrow at the bank nearest to his home or business. If 
there is only one bank, he has only one opportunity. Even where 
there is more than one bank, the would-be borrower may have diffi- 
culty in obtaining a loan from the obvious competitors. First of all 
historical relationships between borrowers and lenders may have de- 
veloped over a period of time and it may be a difficult task to establish 
new relationships outside of this historical context. Moreover, there 
may be iptntlodsing directorates or a community of interests between 


other banks and the first one which he has applied. In such cases, he 
may find it difficult to get a loan because the other banks, although 
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legalistically independent, are not really completely objective in the 
matter. The banking structure also varies dramatically between 
large and small borrowers. A large borrower can borrow anywhere 
in the United States, and even abroad, at very advantageous terms. 
Because it is large and well known, it has alternatives for borrowing, 
for example, the sale of shares in the business. The small farmer in 
Colorado, for example, is in an entirely different position. Usually, 
he is known only through the small country bank through which he 
deals. His efforts to get a loan there are facilitated because his credit 
rating, personality, and character are well known. 

The banker knows that the large borrower can get attractive rates 
anywhere, just by picking up the telephone. In fact, if he is large 
and famous enough his notes can be sold on the open market. Thus, 
the big borrower can obtain rates discriminatory in his favor from the 
bank, both because he has many alternative sources of supply and 
because he brings a large volume of business to the bank. 

It is logical to assume that a worthy applicant will normally receive 

eater consideration for his loan application from a group of neigh- 
en who have known him and his family for years, than from the 
manager of the branch of a giant holding company system which has 
just come into town. Long forms and intensive investigation have 
too often replaced personal knowledge. 

In summary, if you have less concentration in banking, you at least 
have pornos competitors. It does not always follow that the po- 
tentia pes to will compete effectively, but at least there are a 
large enough number to do so. 

e next turn to a consideration of the relative strength of multi- 
unit (branch banking and holding company banking) banking and 
unit banking in the United States in recent years. 


II. Muttrrunit AND Unit BANKING IN THE UNITED Statres—1955 
AND 1959 


SHARE OF MARKET 


At the request of the committee, the Board of Governors of the 
Federal Reserve System supplied detailed data comparing single unit 
and multiunit banks for 2 years, 1955 and 1959. The data covers 
unit banks, banks operating branches, and holding company banks. 
The latter category was further subdivided into those operating 
branches and those which did not operate branches. 

Comparison was made between each of these categories for relevant 
assets and liabilities such as loans, deposits, capital, and holdings of 
Government debt. The findings are summarized in detail nationally 
and by State in the appendix, and for the United States as a whole, 
in table II, which follows. 

In summary, branch banking has increased its share of the market 
over the period and the same is even more true for multiunit banking, 
that is, all branch banks plus unit banks which are controlled by hold- 
ing companies.” 


7 Since branch banks controlled by holding companies are also listed for the category, ‘‘all banks operating 
branches,” this plan is followed to avoid duplication. 
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For example, the share of total banking assets held by branch banks 
and total multiunit banks is as follows: 


1955 1959 
Percent Percent 


.2 
66. 0 
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BANKING CONCENTRATION AND SMALL BUSINESS 11 
Multiunit banking also controls more than two-thirds of all bank 


deposits, as shown below: 


1955 1959 
Percent Percent 


By 1959 the multiunit banks’ share of the national gross loan market 
was almost 71 percent, as below: 


1955 1959 
Percent Percent 


Their capital accounts have grown until they now represent two- 
thirds of the total. 


1955 1959 
Percent Percent 


It is only in the field of U.S. Government bond holdings that both 
the rate of growth over the period and relative share of market in 
= has lagged for the multiunit banks. The relevant data are as 
ollows: 


1955 1959 
Percent Percent 


So far, we have discussed share of market for relevant operations on 
a national scale. If we take the 11 States in which multiunit banking 
is most prevalent, the picture of concentration is even worse; it is not 
too much to say that unit banking is practically dead in these areas.® 
In Rhode Island, for example, tqullieea banks controlled 99.6 percent 
of all deposits and 99.7 percent of all loans in 1959. Arizona, Nevada, 
and the District of Columbia showed almost as high a degree of 
concentration, while the important States of New York and California 
showed concentration ratios of more than 95 percent. 


* See table IIT. 
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Tape III.—Percent of loans and deposits accounted for by banks operating branches, 


selected States 
Gross loans Total deposits 
1955 1959 1955 1959 
Rhode Island: 
99.3 99.7 99. 2 99.6 
Arizona 
98.5 98.5 97.8 97.9 
Nevada: 
Oregon 
95.5 94.7 93, 2 92.9 
District of Columbia: 
94.4 99.5 94.9 99.4 
California 
94.0 98.0 92.4 97.6 
New York: 
92.9 96.3 92.1 95. 6 
Washington: 


In States which prohibit branch banking, holding companies con- 
trolled significant amounts of assets, deposits, and loans. Montana, 
Florida, Texas, Kansas, North Dakota, and Wyoming are examples. 
This aspect will be covered in greater detail in our analysis of anti- 
holding company legislation. Illinois and Texas appear to be the 
States where unit banks have succeeded in surviving best. Not only 
is branch banking prohibited in these States but holding companies 
have not made mB headway.® 


® See table IV. 
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TaBLE IV.—Percent of loans and deposits accounted for by banks operating branches, 
selected States 
Gross loans Total deposits i 
1955 1959 1955 1959 
Delaware: 
Total multiunit banks. 1 94.4 88.7 4.1 
Massachusetts: 
Total multiunit banks. 88.8 90.4 87.5 89.4 
Source: Adapted from app. I, herein. } 
Rate of Growth j 


So far, we have taken an overall look at the share of market as 
measured by control of resources, such as total assets and deposits and 
sources of profit, such as loans, controlled by the unit banks, on the 
one hand, and the multiunit banks on the other, for the entire United 
States, with some allusion to the situation in those States with the 


highest degree of banking concentration. We will now attempt to a 
assess the rate of growth of these various types of banks and of a 
selected assets and liabilities. All data covers the period from the a 
end of 1955 to the end of 1959. - 


This information is conveniently in table V. 


TaBLE V.—Selected asset and liability items of all insured commercial banks and 
holding company banks on Dec. 31, 1959, compared with Dec, 31, 1955 


[Amounts in thousands of dollars} 


Dee. 31, 1959 | Dec. 31, 1955 Change Percent : 
change 
Number of banks: 7 
All insured commercial banks... 13, 107 13, 216 —109 —0.8 
Banks operating branches............-. 2, 145 1, 637 +508 +31.0 7 
Banks not operating 10, 962 11, 579 —617 —5.3 
Holding company banks..................- 404 454 —50 —11.0 
Banks operating branches...........-.- 102 91 +11 +12.1 
Banks not operating branches. 302 363 —61 —16.8 
Total assets: 
All insured commercial banks..........__-- 242, 828, 019 607, 571 | +34, 220, 448 +16. 4 : 
Banks operating branches............. 157, 417, 892 125, 510, 215 | +31, 907, 677 +25. 4 i 
Banks not operating branches. -| 85,410, 127 83, 097,356 | +2, 312,771 +2.8 = 
Holding company banks.......__. -| 19,032,341 | 16,690,577 | +2, 341, 764 +14.0 
Banks operating branches... ---| 13,757,847 10, 907,415 | +2, 850, 432 +26. 1 
Total 4 Lee not operating branches-..__._.-- 5, 274, 494 5, 783, 162 — 508, 668 —8.8 
leposits: 
All insured commercia! banks..........-.-- 218, 473, 529 190, 511, 758 | +27, 961, 771 +14.7 
Banks operating branches.._..........- 140, 948, 403 | 113, 064, 943 | +27, 883, 460 +24.7 
Banks not operating branches_......... 77, 525, 126 77, 446, 815 +78, 311 +.1 
Holding company banks. ...........-_---.. 17, 269, 952 15, 365,088 | +1, 904, 864 +12.4 
anks not operating branches..._....-. 7 { - 
Cash balances with other $ 
commercial banks.............. 49, 157, 531 46, 480, 077 2, 677, 454 +5.8 
Banks operating branches..-........__- 161, 27, 759, 159 402, 347 +15.9 
Banks not operating branches... ..___- 16, 996, 18, 720,918 | —1, 724,893 —9.2 
Holding company banks. .................. 3, 839, 755 3, 547, 913 291, 842 +8.2 
2, 771, 784 2, 241, 131 653 23.7 
Banks not operating branches..-....... 1, 067, 971 1, 306, 782 —238, 811 —18.3 
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Taste V.—Selected asset and liability items of all insured commercial banks and 
holding company banks on Dec. 31, 1959, compared with Dec, 31, 1955—Con. 


{Amounts in thousands of dollars} 


Dec. 31, 1959 | Dec. 31, 1955 Change Percent 
change 
U.S. Government obligations: 
All insured commercial banks 58, 347, 897 60, 765, 296 | —2, 417, 399 —4.0 
Banks operating branches_ 33, 607, 716 33, 730, 075 —122, 359 —0.4 
Banks not operating branches.-- 24, 740, 181 27, 035, 221 —2, 295, 040 —8.5 
Holding company banks----...----_- 4, 313, 422 4, 691, 688 —378, 266 —81 
Banks operating branches 2, 969, 752 2, 988, 735 18, 983 —0.6 
Banks not operating branches 1, 343, 670 1, 702, 953 —359, 283 —21.1 
Obligations of States and other political sub- 
divisions: 
All insured commercial banks------.......-- 16, 720, 695 12, 465, 295 , 400 +34.1 
Banks operating branches-_---_--....-- 10, 517, 852 7, 206,944 | +3, 310, 908 +45.9 
Banks not operating branches_-_-_-_------ 6, 202, 843 5, 258, 351 +944, 492 +18.0 
Holding company banks----......-..------ 1, 303, 746 924, 639 +379, 107 +41.0 
Banks operating branches-_------..._-- 924, 748 595, 489 , 259 3 
Banks not operating branches__-----__- 378, 998 329, 150 +49, 848 15.1 
Other bonds, notes, and debentures: 
All insured commercial banks. -----..-.._-- 2, 883, 175 3, 431, 504 —548, 329 —16.0 
Banks operating branches..--.......... 1, 400, 972 1, 885, 155 —484, 183 —25..7 
Banks not operating branches-_------- -- 1, 482, 203 1, 546, 349 —64, 146 —4.1 
Holding company banks-----..-.-.-----.-- 181, 350 285, 526 —104, 176 —36.5 
Banks operating branches-_---..--.--_-- 103, 304 186, 241 —82, 937 —44.5 
Banks not operating branches... ---.-.- 78, 046 99, 285 —21, 239 —21.4 
Tota! capital accounts: 
All insured commercial banks......--....-- 19, 205, 687 14, 979, 766 4, 225, 921 +28. 2 
Banks operating branches____....._...- 12, 347, 849 8, 932,741 | +3, 415, 108 +38. 2 
Banks not operating branches-____-....- 6, 857, 838 6, 047, 025 +810, 813 +13.4 
Holding company banks. 1, 327, 739 1, 099, 636 +228, 103 +20. 7 
Banks operating branches. -...........- 949, 517 729, 572 +219, 945 +30.1 
Banks not operating branches. .--.....- 378, 222 370, 064 +8, 158 +2.2 
apital: 
All insured commercial banks__..-......... 5, 850, 022 4,555,048 | +1, 204,974 +28. 4 
Banks operating branches_._..........- 3, 701, 874 2,681,196 | +1, 020, 678 +38. 1 
Banks not operating branches_.___..._- 2, 148, 148 1, 873, 852 +274, 296 +14.6 
Holding company banks... -..........-.----- 430, 628 365, 007 +65, 621 +18.0 
Banks operating branches. _...........- 241, 786 427.4 
Banks not operating branches._...-...- 122, 553 123, 221 — 668 —0.5 
Gross loans: 
All insured commercial banks......... ..-.- 112, 468, 997 83, 346, 494 29, 122, 503 +34.9 
Banks operating branches. -__-.........- 77, 269, 199 53, 336, 115 23, 933, 084 | - +44.9 
Banks not operating branches 35, 199, 798 30, 010, 379 | +5, 189, 419 +17.3 
Holding company banks- -.-.....--...--.--- 9, 156, 004 7,092,900 | +2, 063, 104 +29.1 
Banks operating branches. 6, 807, 598 4, 800,956 | +2, 006, 642 
Banks not operating branches-__.......- 2, 348, 406 2, 291, 944 +56, 462 +2.5 


Source: Special computation from basic data in app. I. 


While the number of all insured commercial banks declined by 
less than 1 percent over the period and unit banks by 5.3 percent, 
branch banks increased by 31 percent. Holding company banks 
declined by 11 percent but holding company banks operating Siawahicn 
actually increased by 12.1 percent. The decline took place in holdin 
companies without branches. According to information receive 
from the Federal Reserve authorities regulating holding company 
banking under the Bank Holding Company Act of 1956, smaller 
holding companies not wishing to register under the Act reduced 
their share holding in banks so that they totaled less than {the min- 
imum of 25 percent of at least two banks. This was often done by 
assigning the requisite amount of stock to individuals active in the 
corporations, In spite of the 1956 legislation, holding companies 
operating branches showed a healthy growth over the period. 

While the assets of all commercial banks rose by 16.4 percent over 
the period, those of branch banks rose by 25.4 percent and of holding 
company controlled branch banks by 26.1 percent. Over the same 
period the assets of unit banks rose by less than 3 percent, while 
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holding company controlled unit banks actually dropped by almost 
9 percent. 

Mitoacet the same pattern is shown for the growth of total deposits. 

The growth of cash balance with other banks was substantially 
higher for branch banks than for unit banks. 

All categories of banks dropped their holdings of U.S. Govern- 
ment obligations and substantially increased their holdings of State 
and similar types of bonds. However, branch banks dropped their 
holdings of Federal Government obligations at a slower rate and 
increased their holdings of State and similar bonds at a much faster 
rate than the unit banks. On other types of bonds, the holdings of 
both types of banks declined. But, the decline in branch bank 
holdings was six times as great as in unit bank holdings. 

Over this ye the capital accounts of branch banks grew at a 
rate almost three times that of unit banks, while the ratio for capital 
growth was almost the same. 

Gross loans rose sharply over the period reaching a level of $112.5 
billion. However, the greatest growth was shown by branch banks 
whose gross loans rose by 44.9 percent over the period while unit 
banks gross loans rose by only 17.3 percent. 

In summary, we may state that multiunit banking is growing 
rapidly at the expense of unit banking, both in respect to relative 
share of the market, and in respect to relative rate of growth over 
the period. 

Having presented the relevant features of the growth of concentra- 
tion in recent years, we now turn to a consideration of concentration 
in the United States and the States for a longer period of time so 
that we may obtain a better picture of the evolution of our banking 
structure. 


III. Growts anp DeciinE IN BANkKs AND BANK Orriczs, 1880-1959 
INTRODUCTION 


The number of banks in the United States rose from 6,110 in 1880 
to 13,961 in 1959; the number of banking offices declined from 32,382 
in 1920 to 24,242 in 1959 (table VI). 

From 1900 to 1920 the number of banks rose by 139.9 percent; from 
1920 to 1934 they declined by 47 percent, and from 1953 to 1959 by 
25.2 percent (table VII). Between 1920 and 1934 bank offices 
declined by 40 percent; between 1934 and 1960 they rose by 25.2 
percent. 

Many States had extreme sharp rises in the number of banks 
between 1900 and 1920, especially in the west and rural areas, Ex- 
amples are: New Mexico (+487.6 percent), Florida (+591 percent), 
Montana (+669 percent), Oklahoma (+515 percent), Idabo (+455 

ercent), and North Dakota (+ 487.6 percent). These rises reflected 
th the small banking base of these sparsely settled areas and the 
prosperity of the farmers before and during World War I. Con- 
versely, the number of banks in Rhode Island declined while Maine 
increased by only 8 percent, New Hampshire by 8.6 percent, and 
Connecticut by 15.6 percent, over the same mT 

It is apparent also that, with few exceptions, the mortality of banks 
between 1920 and 1934 was highest in areas which had the greatest 
growth between 1900 and 1920. 
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The number of bank offices grew most rapidly between 1934 and 
1959 in States permitting branch banking. in Illinois, branches 
increased by only 7.6 percent and in Wisconsin there was a decline. 
Both States prohibit branch banking. Yet, Florida, which theoreti- 
pd ae branch banking, had an increase of 102 percent over 
the period. 

The unit bank States like Illinois (1,969 banks in 1959) have the 
Jargest number of banks, while branch banking States like California 
(277 banks) have fewer banks and many more branches. New 
York State has only 543 banks (1959) but 1,986 bank offices (table VI). 


TaBLe VI.—Number of banks! and banking offices, selected years 


Number of banks ! Number of banking 
offices ! 


1880 1900 1920 1934 1959 1920 1934 1959 


Entire United States ?._....... 6,110 | 13,067 | 30,962 | 16,128 | 14,004 | 32,382 | 19,361 | 24,242 

Continental United States__... 6,110 | 13,053 | 30,909 | 16,084 | 13,961 | 32,190 | 19,260 | 23,963 

39 107 352 221 237 372 237 315 

Pe EE 2 21 87 19 9 108 37 160 
14 125 487 241 236 493 246 

107 287 717 272 115 896 | 1,079 1, 671 
45 118 403 165 186 403 165 

S| FS ee 199 205 237 199 144 251 209 378 
24 25 41 49 22 57 62 

District of Columbia---.--........-- 7 20 45 22 12 49 52 76 

38 263 150 293 265 152 307 

Geo 223 779 342 413 804 370 500 

40 222 63 32 222 89 113 

990 | 1,969 891 955 | 1,969 891 959 

1,057 548 454 | 1,060 587 730 

1, 922 663 672 | 1,922 758 844 

1, 349 741 593 | 1,349 741 613 

584 441 358 585 466 490 

267 149 187 347 204 349 

162 105 86 194 164 215 

260 201 147 319 298 406 

404 354 820 


& 
noo 

yee 
cone 

BESS 


a8 


_ 
S 
- 
wo 


402 426 279 697 

123 42 52 128 101 

1, 125 934 543 | 1,354 1, 621 1, 986 

5 246 192 317 644 

899 207 156 899 212 183 

1,145 707 590 1, 251 876 1,191 

960 414 388 960 414 406 
£ 277 106 54 278 136 

623 795 | 1,482] 1,133 729 | 1,518] 1,241 1,516 

115 90 48 33 17 93 74 131 
South Carolina. 34 137 461 133 145 476 154 

South Dakota 5 (2) 205 679 212 173 679 215 227 
‘Tennessee... 183 334 297 579 383 

410 | 1,681 947 990 | 1,681 947 1,018 
10 39 1 58 49 1 68 
pee oe eee 70 89 108 96 63 108 108 

pi 94 159 496 328 309 516 398 564 

| EES Bee 3 107 394 204 91 404 235 366 

West Virginia 39 127 340 180 183 340 181 183 

145 349 976 627 559 985 722 711 
7 33 160 60 53 160 60 


! The 1959 totals include uninsured banks; hence they are slightly larger than totals in other tables here 
which apply to insured banks only. This is specified on the tables concerned, 
2 Included with North Dakota. 


24 
114 519 | 1, 
212 676 | 1, 
16 10 
New Hampshire....._____- 117 116 
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TABLE VII.—Percentage change in number of banks and of banking offices, selected 
periods, by State 


Percentage change in number of banks | Percentage change in num- 
ber of banking offices 

1900 to 1920 | 1920 to 1934 | 1934 to 1959 | 1920 to 1934 | 1934 to 1959 
Entire United States_----- 136.9 —47.9 —13.2 —40.0 25.2 
Continental United States_ 136.8 —48.0 —13.2 —40.2 24.4 
229.0 —37.2 7.2 —36.3 32.9 
314.3 —78. 2 —52.6 —65.7 332. 4 
289. 6 —50.5 —2.1 —50.1 12.6 
149.8 —62.1 —57.7 20.4 54.9 
241.5 —59.1 12.7 —59. 1 17.0 
15.6 —16.0 —27.6 —16.7 80.9 
64.0 19.5 —55.1 8.8 25.8 
District of Columbia. -..-.--.--- 125.0 —51.1 —45.5 6.1 46.2 
592.1 —43.0 95.3 —42.6 102.0 
249.3 —56.1 20.8 —4.0 35.1 
Idaho......--- 455.0 —71.6 —49. 2 —59.9 27.0 
98.9 —54.7 7.2 —54.7 7.6 
116.2 —48.2 —17.2 —44. 6 24.4 
68. 6 —65.5 1.4 —60.6 11.3 
177.0 —45.1 —20.0 —45.1 —17.3 
Kentucky. --.----- 86.0 —24.5 —18.8 —20.3 5.2 
Louisiana. 242.3 —44.2 25.5 —41.2 71.1 
Maine....--- 8.0 —35. 2 —18.1 —15.5 31.1 
Maryland 84.4 —22.7 —26.9 —6.6 36. 2 
Massachusetts. ‘ 12.4 —23.2 —12.4 3.2 51.0 
63.3 —43.7 —20.0 —42.1 48.0 
193.8 —35.8 —9.4 —30.1 30.5 
144.4 —57.4 —11.4 —57.4 —10.1 
669. 6 —72.2 —3.3 —72.2 —2.5 
137.4 —63.5 —4.7 —63. 3 —4.7 
230.0 —69.7 —30.0 —54.5 186.7 
New Hampshire... 8.6 —10.3 —4.4 —10.2 —.9 
111.6 6.0 28.4 28.4 
24.0 —17.0 —41.9 19.7 22.5 
North ...-.<<<...- 389.8 —57.4 —22.0 —49.2 103. 2 
487.6 —77.0 —24.6 —76.4 —13.7 
58.8 —38.2 —16.5 —30.0 36.0 
515.4 —56.9 —6.3 —56.9 -1.9 
255. 1 —61.7 —49.1 —51L.1 71.3 
Ses 86.4 —23.5 —35.7 —18.2 22.2 
Rhode —46.7 —31.3 —48.5 —20.4 77.0 
South Carolina_- 236. 5 —71.1 9.0 —67.6 81.2 
South Dakota 231.2 —68.8 —18.4 —68.3 5.6 
Tennessee 199.5 —39.1 —11.1 —33.9 29.0 
310.0 —43.7 4.5 —43.7 7.5 
241.0 —56.4 —15.5 —48.9 75.0 
211.9 —33.9 —5.8 —22.9 41.7 
268. 2 —48.2 —55.4 —41.8 55.7 
2. 167.7 —47.1 —46.8 1.1 
179.7 —35.8 —10.8 —26.7 —1.5 
384.8 —62.5 —11.7 —62.5 —10.0 


Source: Special computations by the Federal Deposit Insurance Corporation. 
CHANGES IN THE NUMBER OF BANKS IN THE UNITED STATES, 1921-59 


Between 1921 and 1933, far more banks went out of business than 
were opened. The relevant statistics are presented in table VIII. 
The net decline of 14,834 in the number of banks over this period 
reflects the closing of more than 22,000 banks and the opening of 
8,000 banks. Incorporated in the latter figure are reopenings of 
suspended banks and the chartering of previously unincorporated 
banks. Nearly half of the openings were really reopenings of banks 
that had been suspended. There were 14,000 bank suspensions during 
this period and they accounted for almost two-thirds of the banks 
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which had ceased business during this period. While the greatest num- 
ber of bank closings took place during the great depression, more than 
5,400 banks were suspended between 1921 and 1929. The greatest 
number of bank failures took place in the agricultural areas, whose 
trading centers felt depression long before the Nation as a whole did. 
While suspensions were the largest cause of banks ceasing business 
during this period, about one-third of the banks lost their identity 
to absorptions of one sort or another, This term includes mergers, 
consolidations, and outright purchase of one bank by another. 


Taste VIIL—Analysis of changes in number of incorporated commercial banks in 
continental United States, 1921-54 


Began operations Ceased operations 
Num- 
ear - e 0 - olun- anges 
New Ab- Sus- tary (net) ¢ 
year! year Total | banks?) of sus- | Total |jsorbed‘/pended!) liqui- 
pende da- 
anks tions 
Total: 
eae. Seen, —13, 963 7,473 4, 438 3,035 | 21,777 6, 516 | 14, 267 994 341 
ae 29, —188 565 472 93 814 305 461 48 61 
See: 29, 018 —198 §27 409 118 772 394 343 35 47 
_ ae 28, 820 —424 526 458 1,003 329 623 51 53 
aes , 396 —672 491 383 108 1,191 373 738 80 
| Se. 27,724 —6501 484 403 81 | 1,001 579 59 16 
Se , 223 —943 505 345 160 | 1,461 462 924 75 13 
eS , 280 —812 423 296 127 | 1,260 567 636 57 
eS 25, 468 —765 305 252 53 | 1,084 534 479 71 14 
_, Sawer 24,703 | —1,008 304 235 69 | 1,321 636 628 57 9 
BD canccnne dia 23,695 | —1,818 308 153 155 | 2,129 769 | 1,292 68 3 
ass 21,877 —2,728 380 105 275 3,110 798 2,213 2 
meee 19,149 | —1,571 372 279 | 1,950 433 | 1,416 101 7 
a ©. 17,578 | —3, 1,020 323 697 | 4,302 322 | 3,891 89 56 
a aes 14, 352 891 | 1,263 511 752 379 231 44 104 7 


1 Federal Reserve Bulletin, November 1987, p. 1087. Excludes mutual savings banks and private banks. 
2 Excludes new banks organized to succeed operating banks, but for 1933 and 1934 includes new banks 
organized to succeed national and State banks unlicensed after the banking holiday. 

For 1921-32 includes reopenings eecomnpaaine by a change of name and issuance of a new charter. For 
1933-34 includes banks closed during the banking holiday in March 1933 which were licensed subsequent 
to June 30, 1933. Banks licensed between Mar. 15 and June 30, 1933, are not included in this table (either 
as suspensions or reopenings). 


4 Decrease in number resulting from consolidations, mergers, and absorptions of going banks. Does not 
include suspended banks that were taken over by other banks. 

5 Includes banks which reopened in the same or a subsequent year. 

* Chiefly conversions from private banks, but including some unclassified changes, particularly in 1933. 


The number of banks absorbed by mergers, consolidations, and pur- 
chase was much larger than the increase in the number of branches 
opened as a result of expansion of branch banking systems. Also, the 
increase in the number of branches took place in States other than 
those showing the highest number of absorptions. It is noteworthy 
that the sharp decline in bank failures after 1934 was accompanied 
by an equally sharp decline in the number of bank absorptions. It 
is also true that this latter period showed a great increase in branch 
banking. We may conclude that the great reduction in the number 
of banks during this period greatly weakened unit banking. 
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TaBLE IX.—Change in number of banks and of branches, selected periods, by State 


Change in number of banks Change in number of 
branches 

1900 to 1920 | 1920 to 1934 } 1934 to 1959 } 1920 to 1934} 1934 to 1959 
Entire United States. .............-- 17,895 | —14,834 —2,124 1,913 7,005 
Continental United States__.....-_-- 17, 856 —14, 825 —2, 123 1, 895 6, 826 
Alabama. ... ave 245 —131 16 —4 62 
66 —68 —10 -3 133 
362 —246 —5 36 
Colorado. . 285 —238 7 
32 —38 —55 —4 224 
District of Columbia. ..................... 25 —23 —10 26 
iinois.... 979 —1,078 __ 4 
Kentucky-....... 270 —143 —83 24 107 
Louisiana 189 —118 38 —25 107 
Mississippi_....... 219 —119 —20 12 96 
uri_ 976 —949 9 
212 —147 96 301 
109 —81 10 —4 48 
460 —332 — 54 25 381 
746 —692 —651 5 22 
424 —438 —117 63 432 
199 —171 —52 29 149 
687 —349 — 404 72 679 
—42 —15 —16 —4 73 
324 —328 12 6 113 
474 —467 —39 3 51 
365 —214 —37 18 148 
Texas... 1,271 —734 43 28 
—75 -9 10 60 
Vermont-... 19 —12 —33 12 22 
—190 —113 21 244 
West Virginia 213 —160 1 
Wisconsin seh 627 —349 —68 86 57 
Wyoming. 127 —100 1 


The banking structure over the past quarter century has been 
much more stable than in the earlier period. However, the number of 
branches has undergone a much greater change. The supporting 
statistics are presented from table which includes all banks in the 
United States and territories. For the entire period (1934-59) an 
average of 78 new banks were organized each year, a figure substan- 
tially lower than in the preceding two decades. This decline in new 
bank entry coincided with the upsurge of multiunit banks, especially 
branch banks. It may also reflect a conservative and ultracautious 
attitude in appraising new applicants for entry into banking on the 
part of the chartering authorities. 
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Relatively few banks closed because of financial difficulties since 
1934. arin the entire quarter century the net decline in the num- 
ber of banks because of failure was only about 560, or less than those 
occurring in any one typical year during the 1920's. A substantial 
number of failures was due to financial irregularities on the part of 
bank managements. Since 1934 absorptions have been the top reason 
for banks ceasing operations. However, the rate of absorptions per 
year is only about a quarter of that during the 1920’s. Moreover, 
the number of new banks organized has substantially exceeded the 
number of banks closed for one reason or another. In 1921 there 
were about 31,000 banking offices of which only 15,000 were branches. 
By 1959 the total number of banking offices had declined to 23,276 
of which almost 9,800 were branches. This increase in branches took 
place mostly by the opening of new branch offices. Only about one- 
quarter of all branches opened during the 25 years were at the loca- 
tions of banks that had been absorbed. In recent years the net 
increase per year in the opening of branch banks has exceeded 700. 


IV. Tue BETWEEN PopuLaTION GROWTH AND THE 
GROWTH OF THE BANKING SysTEM 


Between 1860 and 1920 the growth in the number of banks in the 
United States exceeded the population increase. (See table XI.) 
By 1920 the number of customers served by each bank was smaller 
than ever before in the Nation’s history. For example, in 1860 there 
were about 11,000 persons for each bank in existence. Twenty years 
later the number of persons per bank had declined to about 8,000. 
By 1890 this had further declined to 6,000 and by 1920, to less than 
3,500 persons per bank. This ratio reflects the greatest proliferation 
of banks in the Nation’s history. 

From 1920 to 1930 both the number of banks and the number of 
offices had declined so that population per bank had risen to 5,071 and 
population per bank office to 4,428 by the end of the decade. The 
precipitous drop in the number of banks (14,771) and bank offices 
(17,555) to a low in 1933 resulted in a rise in population per bank 
and per office. By 1934 population per bank had stabilized at a point 
(7,942); this was not much below the average for the peak 5 years.” 

From 1934 to 1958 the picture was different. The number of banks 
declined slowly while the number of branches increased sharply, 
especially after the end of World War IT." 


10 See table XI. 
Ibid. 
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TasBLe XI.—Number of banks and population per bank, 1859-1934, and number of 
branches and offices and population per office, 1900-34, continental United States 


1859-96 1896-1934 
Number of} Population Number of | Number of Total |jPopulation | Population 
Year banks! | per bank?| Year banks branches 4 offices per bank 2 | per office ? 
(midyear) 
2, 829 10, 847 | 1896 
3, 051 0,329 | 1897 
2, 905 11,136 | 1898 
2, 778 11,947 | 1899 
2, 853 11, 926 | 1900 5, 830 5,777 
3, 016 11, 559 1901 14, 0: 
3, 696 9,659 | 1902 see 
4,013 9,105 | 1903 16, 433 
4, 308 8,870 | 1905 18, 767 350 19, 117 4, 466 4, 385 
5, 089 8,044 | 1908 8,880 
5, 680 7,571 | 1910 25, 151 548 25, 699 3, 674 3, 596 
5, 994 7, 347 1911 
6, 087 7, 405 1912 
6, 136 7, 851 1915 28, 017 785 28, 802 3, 589 3, 491 
7, 304 7,407 | 1920 30, 909 1, 281 32, 190 3, 444 3, 307 
7, 757 7,139 | 1921 31, 076 1, 455 32, 531 3, 493 3, 337 
7, 939 7,137 | 1922 30, 736 1, 801 32, 537 3, 581 3, 382 
8, 366 6,925 | 1923 30, 444 2, 054 32, 498 3, 677 3, 445 
9,171 6, 457 1924 29, 601 2, 297 31, 898 3, 855 3, 577 
9, 606 6,298 | 1925 29, 052 2, 525 31, 577 3, 987 3, 668 
1889... 10, 236 6,035 | 1926 28, 350 2, 703 31, 053 4, 141 3, 781 
1890. ...- 11, 055 5,704 | 1927 27, 255 2,914 , 169 4, 368 3, 946 
1891... 11, 738 5,483 | 1928 26, 401 3, 138 \ 4, 564 4, 079 
a 12, 006 5,469 | 1929 25, 568 3, 353 28, 921 4, 763 4, 210 
1893__._. 12, 393 5, 404 1930 24, 273 3, 522 27,795 5, 071 4, 428 
= 12, 196 5,598 | 1931 22, 242 3, 467 709 5, 577 4, 825 
1895. .... 12, 347 5,635 | 1932 19, 317 3, 195 22, 512 6, 463 5, 545 
1896_.... 12, 324 5,752 | 1933 14,771 2, 784 17, 555 8, 502 7, 153 
1934 15, 913 3, 005 18, 918 7, 942 6, 680 


1 1859-77: banks other than national and mutual savings compiled from listings for those operating at 
end of year in Homan’s Bankers Almanacs and (for a few States) histories of banking and other sources 
omitting agencies and brokers listed among private bankers and including institutions listed as branches 
because many of these were more closely akin to present-day independent banks (particularly in Indiana 
Iowa, and Ohio prior to 1865), or to chain banks, than to branches; national banks, number at call date 
nearest end of year, annual report of Federal Deposit Insurance Corporation for 1934, p. 107 (original data 
from annual re of Comptroller of the Currency); mutual savings banks, 1859-64, Emerson W. Keyes, 
*,. egy | of Savings Banks in the United States’’ (New York, 1878), vol. II, p. 532, and 1865-77, annual 
report of Federal Deposit Insurance Corporation for 1934, p. 112. 1878-96: State banks, trust companies, 
and private banks, George E. Barnett, “State Banks and Trust Companies,’’ publication of National 
Monetary Commission, 8. Doc. No. 659, 61st wang. 3d sess., 1911, pp. 248-205 (original data from State 
reports and Homan’s Bankers Almanacs); national banks, number at call date nearest June 30, annual 
report of Federal Deposit Insurance Corporation for 1934, pp. 107-108 (original data from annual re of 
Comptroller of the Currency); mutual savings banks, annual report of Federal Deposit Insurance Corpora- 
tion, 1934, pp. 112-113 (original data from various sources). 

2 Computed from number of banks or offices and population as of July 1 as estimated by Bureau of the 
Census and published in ‘‘Historical Statistics of the United States,’’ 1789-1945. 

3 Board of Governors of the Federal Reserve System, ‘‘All Bank Statistics, United States,”” 1896-1955 
(1959), p. 33. Number of banks in territories and possessions, not included, ranged from none in 1896fand 
1 in 1897 to 60 in 1929 and 44 in 1934 (ibid. p. 1153). 

4 Branches of incorporated commercial banks, Board of Governors of the Federal Reserve System, ‘‘Bank- 
ing and Monetary Statistics,”’ p. 297. For years prior to 1924 the figures are not for any uniform month; 
for 1924 and 1927-31 they are as of June; for 1925-26 and 1932-34, as of December. Branches of private banks 
and a banks, for which data are not available prior to 1934 and numbered about 125in that 
year, are 0) 


An examination of table XII shows that, while population per bank 
increased steadily from about 7,979 persons in 1933 to 12,823 persons 
in 1959, the population per bank office, remained almost constant at 
about 7,500 persons per bank over the period. This reflects expansion 
in terms of branches of parent offices rather than of unit banks over 


| 
| 


BANKING CONCENTRATION AND SMALL BUSINESS 23 


the period. Because of the rise in branch banking there was a growing 
divergence between the ratios between population per bank and the 
pop ation per bank office. The variation between States is remark- 
able. From an examination of table XII it is apparent that population 
per bank in some States is two and even three times as much as in 
others. Population per bank is high in States where the population 
is sparse and widely scattered.” 


TaBLe XII.—Number of banks and branches in the United States (continentat 
United States and other areas), 1933-59 


Year, Dee. 31 Number of | Number of | Total bank- | Population | Population 
banks ! branches! | ing offices! | per bank? per office 2 
15, 363 3, 040 18, 403 8, 316 6, 943 
16, 128 3, 233 19, 361 7, 974 6, 642 
16, 023 3, 372 19, 395 8, 083 6, 677 
15, 809 3, 439 19, 298 8, 246 6, 755 
15, 556 3, 606 19, 162 8, 432 6, 845 
15, 370 3, 648 19, 018 8, 602 6, 952 
15, 196 3, 693 18, 889 8,773 7, 058 
15, 063 3, 728 18, 791 8, 925 7, 154 
14, 988 3, 769 18, 757 9, 054 7, 234 
14, 837 3, 813 18, 9, 213 7, 330 
14,7 4, 000 18, 740 9, 310 7, 323 
14, 700 4, 141 18, 841 9, 256 7, 222 
14,713 4, 168 18, 881 9, 220 7, 185 
14, 747 4, 220 18, 967 9, 691 7, 535 
14,7 4, 408 19, 171 9,914 7, 635 
14, 750 4, 613 1 10, 105 7, 697 
14, 7 4, 864 19, 594 10, 295 7, 739 
14, 693 5, 158 19, 851 10, 496 7, 769 
14, 662 5, 494 20, 156 10, 670 7, 762 
14, 616 5, 833 20, 449 10, 7,769 
14, 553 6, 227 20, 780 11, 092 7, 768 
14, 409 6, 751 21, 160 11, 404 7, 765 
14, 285 7, 391 21, 67 11, 726 7, 728 
14, 209 8, 106 22, 315 11, 999 7, 640 
14, 130 8,777 , 12, 287 7, 579 
14, 060 9, 493 f 12, 560 7,498 
14, 004 10, 238 24, 242 12, 823 7, 407 


1 Tabulations of the Federal Deposit Insurance Corporation. Data have been revised and for most years 
differ slightly from those published in the respective annual reports of the Corporation. For 1933 and 1935 
numbers exceed those in table XI by the number of mutual savings banks and branches in continental United 
States plus the number of commercial and mutual savings banks and branches in other areas (Alaska, 
American Samoa, Hawaii, Mariana Islands, Panama Canal Zone, Puerto Rico, and Virgin Islands). 

? Population data used are Bureau of the Census estimates for J uly 1, as published in “‘ Historical Statistics 
of the United States, 1789-1945,”’ and various issues of the ‘‘Statistical Abstract of the United States.’ 

3 As of Jan. 1, 1934. Figures differ from those for Dec. 30, 1933, because of banks absorbed or otherwise 
ceasing operations after the close of business on Dec. 30, and because of those unlicensed on that date but 
approved for insurance or licensed in time to reopen on the morning of Jan. 2, 1934. 


Another interesting phenomenon which will be apparent is the sharp 
rise in the number of banks between 1900 and 1920 in the North Cen- 
tral States and the sharp drop between 1920 and 1934 in the same 
area. This area, taking in the States of Illinois, lowa, Kansas, Minne- 
sota, Missouri, one North Dakota, Oklahoma, and Texas ac- 
counted for 45 percent of the total increase for all banks in the United 
States between 1900 and 1920, and for more than half of the decrease 
in the number of banks between 1920 and 1934." During about 1921, 
the restrictive credit monetary policy applied by the Federal Reserve 
Board hurt the country banks which in turn brought about a depres- 
sion in the agricultural districts of the Nation. 

The lowest population per bank (720) was reached by North Da- 
kota in 1920. By 1959 the ratio in the State had risen to 4,115. 


2 See table XIIT. 
Ibid. 
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TaBLe XIII.—Population per bank and per banking office, selected years, by State 


Population per bank ! Population per 
banking office ! 

1880 1900 1920 1934 1959 1920 1934 1959 
Entire United States. ........- 8,214 | 5,914] 3,472] 7,974] 12,823] 3,330] 6,642 7, 407 
Continental United States_...- 8,208 | 5,822 | 3,420] 7,857 | 12,619 | 3,284] 6,561 7, 352 
NR <cincinnencsnanveue «-e--| 32,371 | 17,091 | 6,671 | 12,353 | 13,473 | 6,312 | 11, 519 10, 137 
SR cictencunnnnannchpdmbeeehagiane , 220 5, 854 3,841 | 24,3 137,000 | 3,094 | 12, 514 7, 706 
57,323 | 10,493 | 3,598 | 7,876) 7,390] 3,554] 7,715 6, 296 
8, 081 5, 174 4,779 | 22,831 |127,296 | 3,825] 5,755 8, 761 
A: SRE CRE Es 4, 318 4, 574 2, 332 6, 515 , 043 2, 332 6, 515 8, 715 
5,825 | 8 16, 771 5, 501 6, 389 
District of Columbia--..__...-.....-| 25,374 | 13, 9, 724 | 25, 591 | 70, G00 , 930 | 10, 827 11, 053 
| eee Tg 3, 682 | 10, 573 | 16,249 3,655 | 10, 434 15, 508 
1,945 | 7,619 | 20, 7&0 1,945 | 5,393 5, 876 
6,294 | 4,870] 3,294] 8,705 | 10,686 | 3,294] 8,705 10, 641 
8, 277 5,146 | 2,772 10,216 | 2,765) 5,663 6, 358 
1, 958 1, 251 3,775 | 4,180 1,251 | 3,302 3, 328 
1,312 | 2,483) 3,609 1,312 | 2,483 3, 491 
ES STS ES 6, 838 4, 138 6, 161 8, 729 4,131 6, 830 6, 378 
37,597 | 17,713 | 6,736 | 14,872 | 16,930 | 5,183 | 10,863 9, 072 
771 4, 630 4,741 7,810 | 11,035 3, 959 4,414 
12,142] 8,428 | 5,576] 8,532] 20,619) 4,544) 5,755 7, 466 
3,699 | 5,994] 7,324} 10,743 | 13,986 | 7,324] 7, 6, 038 
4,647 | 4,311 9,775 | 20,783 | 3,432] 7, 564 8, 690 
6,848 | 3,375 | 1,576] 3,885 1,576 | 3,851 4, 898 
5,393 | 9,798 | 11,321 5,030 | 8, 382 6, 723 
Missouri. 10,228 | 4,506] 2,061] 5,265] 6,811 | 2,061 5, 265 6, 714 
0 SRE ee ee a ee 4, 345 1, 274 4, 567 5, 922 1, 272 4, 567 5, 872 
1,058 | 3,029) 3,418 1,057 | 3,009 3, 304 
3, 891 4,234 | 2,346] 9, 40,000 | 2,346 | 6,600 6, 511 
2,965 | 3,548 | 3,517] 4,221 5,481 | 3,489] 4, 184 239 
7,850 | 9,620 | 21,254 7, 461 7, 547 8, 508 
10, 869 | 13,951 2,930 | 11,190 | 16, 904 2,815 | 10,930 8, 703 
New York.......--...---.----.-----.| 6,850 | 8,014] 9,231 | 13,905 | 30,378 | 7,670] 8, 012 8, 306 
pS eee 48, 267 | 16, 049 4,428 | 13,602 | 23, 594 4,101 | 10, 555 7, 034 
Preven Wakes. 6,448 720 | 3,213) 4,115 720 | 3, 137 3, 508 
5,766 | 5,030] 9, 57. 16, 441 4,604 | 7,7 8, 144 
ER. FR 2 a. 5, 067 2, 113 5, 734 5, 866 2, 113 5, 734 5, 606 
19,418 | 5,302 | 2,828 | 9,557 | 32,704 2,818 | 7, 449 7, 579 
874 7, 927 5,884 | 8,615 | 15,5382] 5,744 7, 865 7, 469 

De Pa LED 2, 404 4.762 | 12, 592 , 667 | 51, 471 6, 499 9, 216 6, 67 
Serene... 2 See , 281 9, 783 3,652 | 13,609 | 16, 669 3, 537 | 11, 753 8, 663 
South Dakota- () 1, 959 937 | 3,198} 3,971 9388 | 3,153 3, 026 
28,562 | 11,042 | 4,266 | 8,228] 11,788] 4,038] 7,175] 7,087 
14,340 | 7,436 | 2,774] 6,426] 9,609 | 2,774] 6 426 9, 345 
14,396 | 7,096 | 3,379 9,086 | 17,959 | 3,379] 7,750 7, 395 
<2 4,746 | 3,861 263 | 3,750] 5,905 | 3,263] 3,333 3, 835 
16,091 | 11,662 | 4,656] 7,729] 12,919] 4,475] 6,389 7, 078 
ash 4,842 | 3,443 | 8,034 | 31,022] 3,358] 6,974 7, 713 
15,857 | 7,550} 4,305 | 10,028 | 10,738 41,305 | 9,972 10, 738 
5,928 | 2,697 | 4,829] 7,174] 2,672] 4,194 640 
2 2,804 | 1,215] 3,950} 6,019] 1,215| 3,950 5, 907 


1 Computed from number of banks and offices in table XII and population data by States (census 
dates for 1880, 1900, and 1920; estimates for July 1, 1934 and 1958) published in various issues of 
“Statistical Abstract of the United States.” 

2 Data included with North Dakota, 


V. Tue BeErwEEN CONCENTRATION AND 
Brancu BANKING 


While concentration and branch banking are not exactly synony- 
mous, there was a tendency towards concentration to occur in those 
States with statewide branch banking. In table XIV we have set 
forth the concentration of deposits in (1) the largest bank, and (2) 
the largest five banks in each State, with the States broken down 


into three categories: those with statewide branch bankin 


g; those 


with limited branch banking; and those where branch banking was 
prohibited. 
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Where branch banking was permitted, the largest banks held from 
35 to 98 percent of all deposits. Limited branch banking States 
carried a corresponding range of from 25 percent to 52 percent and 
States prohibiting branch banking, from 18 to 44 percent. In most of 
the States permitting statewide branch banking, the largest bank alone 
held more than 30 percent of total deposits. In the States which 
limited or prohibited branch banking, no single bank held so large a 
proportion. 

In almost all of the States, with two exceptions, there was a greater 
concentration of deposits in the largest banks and in the largest five 
banks in 1958, than in 1920. However, most of this increase in 
concentration had occurred before 1940. Between 1940 and 1958, 
the percentage of all bank deposits in the largest bank declined in 31 
States and increased in 16 States. 

The share of all deposits held by the largest 5 banks declined in 30 
States and increased in 19 States over the period. Of the States 
which showed increased concentration ratios since 1940, whether 
measured by holdings by the largest bank or the largest five banks, the 
a were in the group where statewide branch banking was per- 
mitted. 

In our next presentation we deal with banking concentration for 48 
metropolitan areas, as presented. In table XV is shown the percent- 
age of all commercial bank deposits in the principal counties of the 
area which were held by the largest bank and by the largest five 
banks in 1920, 1934, and 1958. ‘The metropolitan areas covered are 
divided into: 31 in States which permitted limited branch banking, 
and 17 in States where unit banking was prevalent. 
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TABLE XV.—Concentration of commercial bank deposits in the largest bank, and in 
the largest 5 banks, in the principal county (or counties) in 48 metropolitan areas, 
1920, 1984, and 1958 } 


{Figures in parentheses indicate concentration if banks in a group are tabulated as a bank and branches 


in the area] 
Pyare of all commercial | Percentage of all commercial bank 
leposits in the largest deposits in the 5 largest banks or 
bank or bank group bank group 
Dee. Dec. 
31, | Dee. 31, 1934 | Dec. 31, 1958} 31, | Dec. 31, 1934] Dec. 31, 1958 
1920 1920 
31 metropolitan areas in States 
with limited area branch 
banking prevalent: 
Birmingham: Jefferson 
43.8 | 64.0 (66.9)| 62.1 89.9} 96.7 (99.2)} 98.8 
Norfolk-Portsmouth: Nor- 
folk County and Norfolk 
Portsmouth cities, Vir- 
22.1} 48.8 56.3 61.7] 92.3 97.2 
Toledo: Lueas County, 
19.9] 713 54.9 64.9 | 97.3 93. 6 
Montgomery 
County, 33.1] 544 54.6 69.1] 94.3 93. 5 
Pittebeveh: Allegheny 
11.9] 24.3 (62.6)} 53.1 39.6 | 70.5 (84.6) 85.8 
‘suffolk County. 
18.1] 50.3 (50.4)} 52.2 57.5 | 86.3 (86.4)} 916 
Knoxville Knox County, 
_ 24.9] 64.1 50. 4 82.6] 99.4 100.0 
Franklin 
County, Ohio...........-. 13.2 | 40.1 (41.8)| 49.6 (52.1)] 56.7] 95.0 (96.6)] 92.8 (95.3) 
Buffalo: Erie and Niagara 
Counties, N.Y....-.....-- 31.4] 41.6 (52.2)} 48.8 64.7] 86.6 (91.3)} 95.2 
Akron: Summit County, 
25.1} 32.1 46.4 68.2] 96.1 96.8 
Rochester: Monrce County, 
22.6] 27.3 46.0 73.2 | 86.8 99. 6 
—— Shelby County, 
26.5] 40.4 45.5 65.9} 99.3 97.2 (97.4) 
Atlanta: DeKalb and Ful- 
ton Counties, 26.2) 65.5 44.6 98.9 89.7 (92.5) 
Cleveland: ‘Cuyahoga 
County, Ohio............. 39.5 | 52.0 44.4 80.2] 98.2 97.3 
Indianapolis: Marion 
20.7} 39.6 41.7 65.8 | 86.0 99. 
New Orleans: Orleans 
30.9] 62.9 41.6 89.2 | 100.0 90.7 
Detroit: Wayne County, 
19.3] 53.8 41.2 69.4] 95.5 89.4 
Nashville: Davidson 
i Ay ees 35.3 48.8 (49.0) 39.8 | 84.5 99.3 (99.7) 98.9 
Syracuse: Onondago 
37.8 | 46.0 (48.9) 33.6 | 90.7 92.4 97.6 
Albany-Schenectady-Troy: 
Albany, Rensselaer and 
Schenectady Counties, 
Se ORES 20.7 29.4 33.3 | 61.4 76.6 81.2 
Cincinnati: Hamilton 
County, Ohio-__.........- 18.2 26.0 33.0 | 56.8 80.0 94.9 
Louisville: Jefferson 
35.9 35. 2 32.5 | 79.9] 85.9 (89.5)} 89.7 (91.4) 
Washington: District of 
13.7 29. 4 32.4 | 45.8 68.1 85.0 
Richmond: Richmond City 
and Henrico County. Va.. 24.5 39.5 | 31.3 (35.3)] 75.4 91.6 94.9 
Springfield- -Holyoke: "hon 
den County, Mass-..-_.---- 15.4 | 29.0 (29.1) 29.0 | 61.7 80.6 85.7 
Youngstown: Mahoning 
and Trumball Counties, 
23.6 26.2 25.5 | 65.1 80.4 84.4 
Philadelphia: Philadelphia 
At are 10.3 26.7 25.1 | 31.6 65.4 85.1 
New York City: Bronx, 
, New York, Queens, 
and Richmond Counties, 
10.6 15.9 20.5 | 34.9 54.8 65.8 
Wilkes-Barre-Hazleton: Lu- 
zerne County, Pa_.....__- 9.8 15.4 20.4 | 31.2 43.6 55.1 


See footnote at end of table. 
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TABLE XV.—Concentration of commercial bank deposits in the largest bank, and in 
the largest 5 banks, in the principal county (or counties) in 48 metropolitan areas 
1920, 1934, and 1958 \—Continued 


{Figures in parentheses indicate concentration . wpas “ a group are tabulated as a bank and branches 
e area 


Percentage of all commercial | Percentage of all commercial bank 
bank deposits in the largest deposits in the 5 largest banks or 
bank or bank group bank group 

Dec. Dee. 

31, | Dec. 31, 1934 | Dec. 31, 1958| 31, | Dee. 31, 1934} Dec, 31, 1958 

1920 1920 

31 metropolitan areas in States 
with limited area_ branch 
banking prevalent—Con. 
Allentown-Bethlehem- 
Easton: Lehigh and 
Northampton Counties, 
6.8 10.3 16.9 | 30.5 41.3 49.9 
Northeastern New Jersey: 
Essex, Hudson, and Pas- 
saic Counties, N.J...----- 8.9 15.3 16.0 | 29.7 | 37.9 (38.3) 58.1 
17 metropolitan areas in States 
with unit banking prevalent: 
Omana: Douglas County, 
21.0 34.1 47.4 71.6] 95.5 (98.4) 91.2 (94.5) 
Oklahoma City: Oklahoma 
26.1] 51.3 44.5 68.6} 95.6 83.3 
Milwaukee: Milwaukee 
38.3 | 64.8 (67.7)| 43.3 (43.5)| 73.5] 92.9 (94.9) 74.8 (77.0) 
Wheeling-Steuben ville: 
Ohio County, W. Va_----- 23.9 | 44.3 41.0 64.0 | 88.0 91.0 
Fort Worth: Tarrant 
23.6) 46.0 36.9 77.4} 98.4 83.8 (87.3) 
Dallas: Dallas County, Tex_} 27.1 45.7 34.8 84.3 96.5 (99.0) 87.8 
Charleston: Kanawha 
County, W. 27.2 | 43.2 32.9 76.2 | 97.7 88.3 
Jacksonville: DuvalCounty, 
PR 40.7 | 46.0 31.9 (34.9)| 93.0 | 100.0 89.5 (95.4) 
Houston: Harris County, 
24.1 21.7 30.8 83.0 | 79.7 75.6 
Kansas City: Clay and 
Jackson Counties, 13.8 | 36.5 (39.1)| 29.7 53.7] 82.8 (85.4) 71.5 (73.9) 
Denver: Denver County, 
20.5 | 31.6 28.8 70.0 | 93.3 80.9 
San Antonio:BexarCounty, 
15.5 | 39.1 28. 5 63.2 | 94.8 78.7 
Miami: Dade County, Fla__| 32.0 | 59.8 (65.1)| 27.5 90.7 | 94.1 (99.3) 53.3 (55.1) 
Minneapolis-St. Paul: 
Hennepin and Ramsey 
Counties, 18.7 29.6 (59.1)} 24.2 (45.3)| 60.0] 90.8 (97.7) 71.3 (92.2) 
Chicago: Cook County, Ill__| 16.2 | 34.3 22.5 39.9] 87.3 59.1 
St. Louis: St. Louis City 
and St. Louis County, 
23.7] 34.0 22.1 59.2} 80.1 60.7 (63.6) 
Petersburg: 
H orough and Pinel- 
las Counties, 20.8 | 33.4 15. 6 66.0 | 86.9 57.8 


1 Principal counties in 47 of the 57 most populous metropolitar areas in continental United States, as 
defined by the Bureau of the Budget, Jan. 15, 1957. The metropolitan areas to which the table pertains 
are those with a population in 1950 of over 300,000, excluding 10 which are in States with statewide branch 
banking prevalent. For this table the New York-northeastern New Jersey metropolitan area is divided 
between the New York and the New Jersey portions, so that 48 areas are listed. In these areas, as defined 
by the Bureau of the Budget, there are 139 counties and independent cities and the District of Columbia. 
Of these, 66 counties and independent cities and the District of Columbia are included in this tabulation 
as principal counties. For treatment of counties in New England States (where metropolitan areas are 
defined in terms of cities and towns) see note 2 to table 8. 


For 1958 the largest banks in the principal metropolitan area coun- 
ties held between 18 and 62 percent of total deposits; in 1934 the 
corresponding range was from 10 to 71 percent; and in 1920 from 
7 to 44 percent. The percent of deposits held by the five largest 
banks ranged from 50 to 100 percent for 1958; from 38 percent to 100 
percent in 1934; and from 30 to 93 percent in 1920. 
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As may be seen these ranges are very wide and include many 
overlaps. However, they do show a tendency toward increasing con- 
centration between 1920 and 1934. But when the data for the indi- 
vidual metropolitan areas are examined, it is clear that there was 
considerable difference between the two periods. In all but 2 of the 
48 areas the largest bank held a larger proportion of the deposits of 
all the banks in 1934 than in 1920, iad in all but 1 the proportion 
held by the 5 largest banks also increased. But in 29 of the areas, 
the largest bank in 1958 held a smaller proportion than in 1934 of 
the deposits of all the banks; and in 25 of the areas, the largest 5 
banks in 1958 held a smaller proportion than in 1934 of the deposits 
of all the banks. In 19 of these metropolitan areas presentation of 
the banks as banking branches results in higher concentration percent- 

es whether measured by the largest bank group or by the largest 
5 bank groups. The following facts must be remembered. First, in 
1934 the number of bank offices was about the lowest in the history 
of the Nation because of the attrition of thousands of banks since 
1920. Hence, there were fewer banks per million dollars of deposits. 
Secondly, the FDIC study is weighted because it is limited to States 
which either prohibited branch banking or limited it in one way or 
another. The reason given is that they could not get the relevant 
data from States permitting statewide branch banking for all the 
years in question. In a later discussion we shall show that deposits 
controlled by branches creates an overwhelming concentration where 
branch banking is permitted on a statewide basis. (See table IIT 
herein.) Considering these factors, it is remarkable that the FDIC 
study shows as high a set of concentration ratios as it does. 

The growth of branch banking during the post quarter of a century 
was not necessarily a natural consequence of the great decline in the 
total number of banks between 1920 and 1934. Branch banking has 
occurred, with few exceptions, either in different States, or in different 
regions within States, from those in which the decrease in total num- 
ber of banks was concentrated. Only about 3 percent of the increase 
in the number of branches between 1920 and 1959 was in the nine 
States previously cited. ‘These accounted for more than half of the 
great drop in the bank population prior to 1934. 

This trend is also indicated by another tabulation * which compares 
the number of banks and branches in 1920 and in 1959 in metropolitan 
counties (near large cities) and in rural counties in States grouped by 
the legal status of branch banking. Of a total reduction of almost 
17,000 in the number of commercial banks between the end of 1920 
and 1959, about 14,000 was accounted for by counties other than 
metropolitan (1959 classification). Several hundred more of the 
closed banks were in metropolitan counties where branch banking 
was prohibited or severely limited by State law. By comparison to 
this sharp drop in total number of banks over the period, the increase 
in the number of branches during the same period was only about 
2,400. Also, in metropolitan counties where branch banking was 
pomiee by State law, branch banking increased by about 4,700 

ranches. this same area there was a total decrease of about 
2,300 in total number of banks. 


4 See table XVI. 
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TasLE XVI.—Commercial banks and branches, 1920 and 1958, in States grouped 
copra to the status of branch banking at the end of 1958, by metropolitan and 
other areas 


Number of banks |Number of branches} Change from 1920 to 
Status of branch banking and type of area 


Dee. 31, | June 30, | Dec. 31, | June 30, | Banks | Branches 
1920 1958 1920 1958 ! 

Continental United States, 30, 434 13, 483 1, 252 8, 253 | —16, 951 +7, 001 
Metropolitan area counties ?___....... 6, 329 3, 201 847 5,476 | —3,128 +4, 629 
og” Se aS 24, 105 10, 282 405 2,777 | —13, 823 +2, 372 

States with statewide branch banking: * 

9 States without locational limitations: 
Metropolitan area counties. --_.._- 734 202 168 1, 547 —532 +1, 379 
Other counties__.........-........ 1, 598 523 174 821 | —1,075 +647 
5 poem with some locational limita- 
ons: 
Metropolitan area counties_-____-- 289 120 4 315 —169 +311 
888 182 8 379 —706 +371 
States with limited area branch banking 
prevalent: 3 
9 States with countywide branch 
banking prevalent: 
Metropolitan area counties_._.___-. 1, 494 796 408 1,742 —698 +1, 334 
Other counties___..........------- 3, 802 1,993 97 579 | —1,809 +482 
7 States and District of Columbia with 
other limited area branch banking 
prevalent: ¢ 
Metropolitan area counties 1,711 762 258 1,801 —949 +1, 543 
Other 2,911 1, 666 114 617 | —1,245 503 
States with unit banking prevalent 
throughout the State: 
7 States with limited branch banking: 5 
Metropolitan area counties__.....-. 610 320 8 61 —290 +53 
Other area counties_-__........._. 6, 723 2, 441 8 377 | —4,282 +369 
11 States without branch banking: ¢ 
Metropolitan area counties_- -..-- 1,491 1,001 1 10 —490 +9 
Other area counties_-_.........-... 8, 183 3, 477 4 4] —4,706 |.......... 


1 Excluding trust companies not regularly engaged in deposit banking and “‘facilities’’ at Federal Govern- 
ment establishments. 

2 Includes all metropolitan areas in continental United States as defined by the Bureau of the Budget, 
Jan. 15, 1957, except that in States where metropolitan areas are defined in terms of cities and towns (Con- 
necticut, Maine, Massachusetts, New Hampshire, and Rhode Island) counties with the majority of their 
population in the metropolitan portions are included in lieu of the specified cities and towns. Metropolitan 
area counties include the District of Columbia and 295 counties and independent cities out of 3,102 counties 
and independent cities in continental United States. 

3 For the States in each group see table 7. 

4 For the branch banking areas see note 6 to table 7. 

5 For the type of branches permitted see note 7 to table 7. 

6 See note 8 to table 7. 


In summary, there was an urbanization of banking over the past 
four decades. In 1920, 79 percent of all banks and 77 percent of all 
banking offices were in the nonmetropolitan counties. In 1959, while 
the nonmetropolitan counties still had 76 percent of all banks, they 
had only 60 percent of all commercial banking offices. Conversely, 
the counties which were classified as metropolitan in 1959 showed a 
rise in commercial banking offices from 23 to 40 percent of the total 
over the entire period. 


VI. Srate Reeuiation or Brancnw BANKING 


While it is true that unit banks dominated the commercial bankin 
structure in the United States throughout the 19th century, branc 
banking also has an ancient history. Both the first and second banks 
of the United States were branch banking institutions. The second 


bank, which was organized in 1816 had already established 19 branches 
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in 14 States in less than 9 months of operation.’ The bank’s charter 
expired in 1836, but branch banking continued. By 1860, there were 
170 bank branches in 11 States. However, this was a small percentage 
of the total number of banks as unit banking dominated during this 
early period. 

Even in this early period, there was a great deal of opposition to 
branch banking in some States. The New York State Act of 1844 
provided that no one could be in the banking business except at his 

lace of residence. Previously, similar legislation had been passed in 
Massachusetts and Rhode Island. 

When the National Bank Act of 1863 was passed, the problem of 
branches was not adequately or clearly discussed. The Federal Re- 
serve Act of 1913 extended the privilege of membership in the Federal 
Reserve to State banks without prohibiting them from operation of 
branch banks which they already had, but they did not accord to 
national banks to which membership was compulsory the right to 
establish new branches. However, this attitude was gradually modi- 
fied and more and more branching powers were granted to national 
banks. Finally, in 1927, national banks were empowered to establish 
branches with the same degree of freedom as banks chartered by the in- 
dividual States.” State law on the subject varies widely. The various 
categories of permission, prohibition, and limited permission for state- 
wide branch banking is set forth in table XVII. Usual limitations are, 
to a city, to a county, or to a banking district which may be a com- 
bination of counties. 

In the following sections, we have taken out the relevant portions 
of typical laws prohibiting branch banking in the various States and 
their language varies greatly. It will be noted that in Texas an 
express prohibition of branch banking is contained in the constitution 
of the State, as well as in the statutes. 


COLORADO 


Branch banks forbidden.—‘‘Every bank shall be conducted 
at a single place of business, and no branch thereof shall be 
maintained elsewhere. A facility, agency or paying or 
receiving station operated by any bank or agent at which 
deposits shall be received or paid out, drafts, travellers’ 
checks, or similar instruments issued, collections handled, 
or checks or drafts cashed, shall constitute a branch within 
the meaning of this section. Any facility authorized by the 
United States treasury department shall not be subject to 
the limitations of this section’ (2 Colorado Revised Statutes 
1953 Anno., sec. 14—1-63.) 


TEXAS 


_ Branches prohibited.—“ * * * Such body corporate (bank- 
ing corporation) shall not be authorized to engage in business 
at more than one place which shall be designated in its 
charter * * *.” (Texas Constitution, art. 16, sec. 16.) 

18 Secretary of the Treasury, Annual Report for 1860, p. 446. 


16 Federal Reserve Board, “Banking Studies,” Washingron 1941, p. 114. 
W 44 Stat. 1228 and 48 Stat, 189. Public Law 543, ch. 753 (66 Stat. 663), 
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“No State, national or private bank shall engage in busi- 
ness in more than one place, maintain any branch office, or 
cash checks or receive deposits except in its own banking 
house” (art. 342-903, Vernon’s Civil Statutes of Texas, 
Anno.) 

MINNESOTA 


Branches prohibited —‘‘No bank or trust company organized 
under the laws of this State shall maintain a branch bank or 
receive deposits or pay checks within this State, except at 
its own banking house, * * *.” (5 Minnesota Statutes An- 
notated, sec. 48.34). 


ILLINOIS 


Branches prohibited —“No bank shall establish or maintain 
more than one banking house, or receive deposits, or pay 
checks at any other place than such banking house, and no 
bank shall establish or maintain in this or any other State or 
country any branch bank, nor shall it establish or maintain in 
this State any branch office or additional office or agency for 
the purpose of conducting any of its business’ (sec. 106). 

Branch defined—‘A ‘banking house’, ‘branch bank’, 
‘branch office’ or ‘additional office or agency’ within the 
meaning of the prohibitions of Section 6 hereof shall include 
any branch bank, branch office or additional house, office, 
agency or place of business at which deposits are received or 
checks paid, or any of a bank’s other business is conducted, 
but shall not include any place at which only records thereof 
are made, posted, or kept. A place at which deposits are 
received or checks paid or any of a bank’s other business is 
conducted shall not be deemed to be a branch bank, branch 
office or additional house, office or agency if such place is 
adjacent to and connected with the main banking premises, 
or if it is separated from such main banking premises by not 
more than an alley; provided always that (1) if such place is 
separated by an alley from the main banking premises there 
is a connection between the two by public or private way or 
by subterranean or overhead passage, and (ii) if such place is 
in a building not wholly occupied by the bank, such place 
shall not be within any office or room in which any other busi- 
ness or service of any kind or nature other than the business 
of such bank is conducted or carried on’”’ (sec. 102). This 
ee becomes effective January 1, 1957 (ch. 1634, Smith- 

urd Illinois Anno. Stats). 


These are examples of prohibitions in 11 States, and as will be 
shown business activity expanded in these States without recourse to 
branch banking. 

The legal status of branch banking in the 50 States and in our 
territories and dependencies is set forth in table XVII and chart IT. 
Three States have no legislation in this field, 11 prohibit branch 
banking, 17 permit statewide branch banking while 20 permit branch 
banking in smaller areas, like counties. 
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TasBLeE XVII.—Summary of branch banking statutes of States, territories, and 


dependencies 
States permitting statewide branch New Mexico * 
banking: New York? 
Arizona North Dakota 4 
California Ohio ? 
Connecticut Pennsylvania 
Delaware Tennessee ! 
District of Columbia Utah * 
Idaho Virginia ! 
Louisiana Alaska ® 
Maine Hawaii 8 
States prohibiting branch banking: 
North Carolina 
Oregon Illinois 
Rhode Island 
South Carolina 
Dakota 
ermont 
Washington 
Puerto Rico 
(Commonwealth status) West Virginia 
States permitting branch banking within Wisconsin 


limited areas: Panama Canal Zone 


Alabama ' States with no legislation regarding 

Samos 

Minti . Trust Territory of Pacific Islands 


New Jersey ! Virgin Islands ® 


1 Permits branches within the city and county of head office. 

? Permits branches within city, county, or county contiguous to county of head office. 

3 Permits banks in certain classes of cities to establish branches within limits of city of head office. 

4 Permits only “‘offices,”’ ‘‘agencies,’’ or ‘stations’ for limited purposes, as distinguished from branches. 

6 Permits branches within 100-mile radius of head office. 

6 Permits banks to establish branches within the county or county contiguous to the county in which the 
parent bank is located, or within a certain distance of the parent bank. 
a 7 —— banks to establish branches within the limits of the banking district in which the parent bank 

situated. 

8 Permits branches within certain zones, 

* There are no provisions as to branches of local banks, but banks not organized in the Virgin Islands 
“may do business and establish offices in the Virgin Islands, * * *”’ 


Source: Board of Governors of the Federal Reserve System, Legal Division. 


The foregoing tabulation does not reflect detailed provisions of 
the law, such as (a) restrictions based upon the population of the place 
of the head office or the place of the proposed branch, (6) capital 
requirements, (c) requirements that the place of the proposed branch 
be without other banking facilities, (d) restrictions on the number of 
branches a bank may operate, or (e) provisions covering the branching 
of a merged bank. For such detailed provisions, reference should be 
made to the statutes. 

Where branch banking is absolutely prohibited by State law the 
result can be that unit Bankihe is preserved, except where the law 


| | 
| | 
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has been frustrated by use of the 
grouping below, is illustrative: 


holding company device. 
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The 


Percent of total de-| Percent of total de- 
posits held by banks posits held by holding 
operating branches, company banks, 1955 

1955 and 1959 and 1959 

1955 1959 1955 1959 

37.4 37.1 20.9 32.1 


Where branch banking is permitted but limited, usually to the city, 
county, or banking district of the home office, branching usually 
flourishes, as shown below: 


Percent of total deposits | Percent of total deposits 
controlled by banks op- held by holding company 

erating branches, 1955 banks, 1955 and 1959 

State and 1959 

1955 1959 1955 1959 

73.0 82.9 6.0 6. 

59.7 70.6 2.2 0.8 


As we have noted, the principal legislation in the field of branch 
banking has been passed by the various States. This results in the 
existence of 50 chartering jurisdictions, each with its own set of rules. 
Often the question of legal problems is secondary to political con- 
siderations, and has been so throughout the history of our Nation. 

While Federal legislation on branch banking is relatively unimpor- 
tant, in effect, it should be mentioned, in passing, for the sake of com- 
pleteness. The McFadden—Pepper Act of 1927 permitted nationally 
chartered banks to establish ranithes in the metropolitan area of 
the parent bank, in States where the law gave similar privileges to 
State-chartered institutions.'* However, establishment of branches 
in towns of less than 25,000 was forbidden; only one branch was 
permitted in towns of at least 50,000 population; and not more than 
two branches in towns of 100,000 population. In larger towns, 


8 Act of Feb. 25, 1927. 
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branches could be established only with the permission of the Comp- 
troller of the Currency. 

The Federal Reserve Act provided that any State bank operating 
a branch or branches in conformity with the State law could retain 
and operate these branches after becoming a stockholder in a Federal 
Reserve bank. It also provided that, after February 25, 1927, State 
banks with membership in the Federal Reserve could open branches 
on the same terms as national banks, under the terms of the McFadden 
Act, except that the prior approval of the Board of Governors of the 
Federal Reserve System instead of the Comptroller of the Currency 
had to be obtained.” 

Insured banks which are not members of the Federal Reserve 
System must obtain prior written consent of the Federal Deposit 
Insurance Corporation either to open and operate a new branch or 
to move its main office from one location to another.” 

It does not appear that the Federal regulatory agencies have had 
any substantial inhibitory effect of the spread of branch banking in 
the United States. Our information on entry of unit banks and 
branch banks is too scattered at this time to permit further generali- 
zations. One would have to know the total number of requests for 
the establishment of new branches presented to the Federal regulatory 
agencies and the percentage granted and denied. We would also 
have to analyze the data justifying the admittance or exclusion of 
the new branch before we could reach firm conclusions in this matter. 

We next pass to an important adjunct of branch banking—group 
banking, or to use its more popular form, holding company banking. 
We must remember that while a parent bank and branches are one 
corporate entity, a holding company may control many corporate 
entities whether units or branches. ence, it may operate in States 
where branch banking is prohibited. In such cases, what shows up 
in the statistics as a unit bank on a statewide basis may actually be 
part of a holding company empire on a multistate basis. Moreover, 
the great majority of holding company bank systems operate branches, 
and those which operate branches control an wr a percentage 
of total resources of holding company banks. This is clearly shown by 
the tables in the appendix. 


Federal Control of Banking Concentration 

As we have shown, there has been a tremendous growth in branch 
banking in the United States over the past 25 years, and this growth 
has resulted in a situation where there are now more branch banks 
than independent unit banks, the form of organization long typical 
of American banking structure. We have also noted that in certain 
States, such as Florida, Texas, and Illinois, branch banking has been 
strictly prohibited, while in many others, it has been strictly limited. 
Nevertheless, multioffice banking is often to be found in States which 
prevent branch banking, and in some, the resources of the multiunit 
banks are greater than those of single unit systems, in spite of the 
statewide prohibition. In some States, both branch banking and 


19 Federal Reserve Act; 12 U.S.C. 321, also sec. 9, par. 3. 
20 Sec. 18(d), Federal Deposit Insurance Act; 12 U.S.C. 1828. 
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holding company banking have been concurrently active in recent 
years, with the result that unit banking has been relegated to a 
position of relatively minor importance. In Michigan, for exept, 
about 61 percent of total deposits at the end of 1959 were controlled 
by bank holding companies; in Oregon, 44.2 percent, and in Utah, 52.6 
percent. Georgia, Idaho, Montana, North Dakota, Nevada, and 
Arizona are other examples of States dominated by holding company 
systems. In other cases, such as Illinois, and Kansas, it has been 
shown that State prohibition, combined with certain economic 
circumstances, can preserve the traditional position of unit banking. 
Montana is an example in the other direction. Statistics show that, 
while branches account for less than 1 percent of total deposits in 
this State, holding companies control more than 53 percent of deposits. 

The chief legal distinction between branch banking and group bank- 
ing is this: In the case of group banking, two or more separately incor- 
porated banks are brought under a common control through the device 
of a holding company. Hence, basically these holding companies are 
no different from similar legal structures used to achieve concentra- 
tion in public utilities and industry in general. In the United States, 
State regulation has either prohibited Ast banking or limited it to 
geographic areas ranging from the entire State to one location in one 
city under one roof. 

t is these prohibitions against intrastate branch banking which 
stimulated the use of the holding company form of organization. 
Over the past quarter century, opposition to the expansion of giant 
holding company systems across State lines has grown. It was 
claimed that holding company systems controlled from home offices 
outside the State, were not responsive to local needs, were eliminat- 
ing the unit bank and the smaller systems of branches, were subject 
to a conflict of interests between their banking and other interests 
and thus constituted a legalistic device for the outright bypassing o 
State laws against branch banking. The structure of the holding 
companies is varied as shown in table XVIII. While holding com- 
pany banks constituted a relatively small percentage of total banks 
in many States they controlled a much greater percentage of total 
resources and deposits. In terms of size of deposits controlled by 
bank holding qempeny groups within the State, New York and 
Massachusetts lead. 

The proponents of holding company legislation claim that this was 
the only way to build up source of countervailing banking power in 
areas outside of the New York money market, and capedally in the 
West. They also claimed that the expansion of business activity in 
the Western States required fiscal resources for loans and other forms 
of credit which individual unit banks just could not provide. 

Because of the interstate nature of holding company system bank- 
ing, its opponents looked to the U.S. Congress rather than to the 
State legislatures for relief. 
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TasBLe XVIII.—Bank holding companies, Dec. 31, 1959 (registered pursuant to sec. 
5, Bank Holding Company Act of 1956) 


Location of Holding company Location of Holding company 
principal office principal office 
California: Los New York: 
Angeles.__........ Firstamerica Corp. Buffalo.........- Marine Midland Corp. 
Florida: New York-.-..-.- Amalgamated Clothing 
Jacksonville.....| The Atlantic National Bank Workers of America. 
of Jacksonville. Empire Shares Corp. 
Atlantic Trust Co. Illinois Shares Corp. 
Barnett National Securities Southeastern Shares Corp. 
Georgia: Ohio 
Trust Co. of Georgia. BancOhio Corp. 
ES Trust Co. of Georgia Associ- The Springfield Savings So- 
ates. ciety of Clark County. 
Savannah. Citizens & Southern Holding || Tennessee: 
Co. Chattanooga._..| Hamilton National Associ- 
(et The Citizens & Southern ates, Inc. 
National Bank. Knoxville-_..--- Tennessee Shares Corp. 
Indiana: Texas: 
South Bend_-___- St. Joseph Agency, Inc. Childress__.....- Farmers & Mechanics Trust 
St. Joseph Bank & Trust Co. Co. 
Iowa: Des Moines._| Brenton Cos. Fort Worth___-- The Fort Worth National 
Kentucky: Louis- Trustees, First National Bank. 
e. Bank of Louisville. Houston-.__.....| C. B. Investment Corp. 
Maine: Bangor- ---- = Trust & Banking ie Salt Lake First Security Corp. 
ty. 
Massachusetts: Virginia: 
Baystate Corp. Arlington_ The First Virginia Corp. 
The National Shawmut Richmond. Dominion Securities, Inc. 
Bank of Boston. Washington: 
Shawmut Association. Port Angeles.__..| Union Bond & Mortgage 
Minnesota: Co. 
inneapolis....| Bank Shares, Inc. Spokane -......- Old National Corp. 
LE First Bank Stock Corp. Wisconsin: 
Northwest Bancorporation. Milwaukee___--- Bank Stock Corp. of Mil- 
Gt. Otto Bremer Co. waukee. 
Missouri: The Marine Corp. 
St. Joseph_...... The First National Bank of Milwaukee___.-_- First Wisconsin Bankshares 
St. Joseph. Corp. 
St. General Bancshares Corp. Canada: 
Montana: Havre_.._| Montana Shares, Inc. Montreal__...... Bank of Montreal. 
New Hampshire: New Hampshire Bankshares Toronto_....----. The Canadian Bank of Com- 
Nashua. Ine. merce. 
Japan: Tokyo__.---- The Bank of Tokyo, Ltd, 


Source: Board of Governors of the Federal Reserve System. 


Congress first passed laws regulating holding companies in 1933. 
The Banking Act of 1933 required that all national banking associa- 
tions must obtain three reports annually from their holding company 


affiliates. 


These reports had to be submitted to the Comptroller of 


the Currency with such information as the Comptroller might ask for 
in respect to the relation of the holding company affiliate with the 


national bankin 


association. 


Moreover, holding company affiliates 


were deprived of the privilege of voting their stock in member banks 
unless a voting permit had been granted by the Federal Reserve 
Board. In the process of considering applications for such voting per- 
mits, the Federal Reserve Board was directed to determine that 
“financial conditions of the applicant, the general character of its 
management, and the probable effects of the granting of such permits 


on the affairs of such bank” were beneficial to competition. 


so, the 


holding company affiliates were required to divorce themselves from 
control of securities companies, in order to prevent any conflict of 


interest. 
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It was found that the 1933 legislation was very vague, that the 
penalties therein were inadequate, and that it had no substantial 
negative effect on the growth of branch banking and holding company 
banking. Concentration continued at a rapid pace in the very teeth 
of this 

In 1956, new substance was added to the provisions of the 1933 law 
which otherwise remained intact. 

First, the 1956 regulations defined a bank holding company more 
strictly than its predecessors. Under this Act, a company is a bank 
holding company if it controls at least 25 percent of the stock of each 
of two or more od at An extremely important part of the new law 
was section 3(d), the so-called Douglas amendment. Under this sec- 
tion, holding companies cannot make new acquisitions outside of the 
State of their principal place of business, unless they are specifically 
authorized to do so by the express statutory language of another 
State. Inasmuch as there are no States which offer such invitations 
at the present time, this amounts to a preclusion of future interstate 
bank holding company expansion. Under this section of the Bank 
Holding Company Act, a State can forestall interstate expansion of 
holding companies within its borders merely by failing to act. 

Another important section of the act is 3(c), which gives the Federal 
Reserve Board the authority to regulate interstate or intrastate ac- 
quisitions. The Board may approve or prohibit acquisitions which 
convert a company into a bank holding company, or the merger of 
one bank holding company with another. Any banking company 
desiring a new intrastate acquisition submits its application to the 
Board which, in turn, notifies the Comptroller of the Currency if the 
acquisition concerns a national bank, or the appropriate State au- 
thority if a State bank is involved. If the Comptroller or State 
authority disapproves the application, the Board must afford the 
parties a hearing. Where the bank is a State bank, the same notice 
is given to the appropriate State banking authorities. When an ap- 
plication is made, the Board is directed to consider the following facts: 
(1) the financial history and condition of the company or companies 
and the banks concerned; (2) their prospects; (3) the character of 
their management; (4) the convenience, needs, and welfare of the 
communities in the area concerned; and (5) whether or not the effect 
of such acquisition or merger or consolidation would be to expand the 
size or extent of the bank holding company system involved beyond 
limits consistent with adequate and sound banking, the public interest, 
and the preservation of competition in the field of banking.”’ 
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TABLE XIX.—Disposition of the applications for expansion of bank holding com- 
panies by the Board of Governors of the Federal Reserve System under the Bank 


Case 


Disposition 


. In the matter of the application of First Bank Stock Corp. for mover of acquisition 

of voting shares of First State Bank of Babbitt, Babbitt, Minn 

. In the matter of the application of Northwest Bancorporation for ‘ap roval of acquisi- 

tion of voting shares of First National Bank of Hoyt Lakes, Hoyt Lakes, Minn. 

. In the matter of the application of Brenton Co’s. for approval of acquisition of voting 

shares of South Des Moines National Bank, Des Moines, Iowa. 

. In the matter of the application of First Security Corp. for copreral of acquisition of 

voting shares of Union Bank & Trust Co., Salt Lake City, Utah. 

In the matter of the application of Wisconsin Bankshares Corp. for approval of acqui- 
sition of voting shares of Southgate National Bank of Milwaukee, Milwaukee, Wis. 

. In the matter of the application of Northwest Bancorporation for approval of acquisi- 

tion of voting shares of proposed Northwestern State Bank, Rochester, Minn. 

. In the matter of the application of Baystate Corp. for approve) al of acquisition of voting 

shares of Union Trust Co. of Springfield, Springfield, 

8. In the matter of the application of Brenton Co’s. for approv al of acquisition of voting 

shares of Palo Alto County State Bank, Emmetsburg, Iowa. 
9. In the matter of the application of Wisconsin Bankshares Corp. for approval of acqui- 
ea of voting shares of proposed Capitol National Bank of filwau ee, Milwaukee, 


10. In the matter of the application of New Hampshire Bankshares, Inc., Nashua, N.H. 
for approval of acquisition of voting shares of the New Hampshire N; ational Bank of 
Portsmouth, Portsmouth, N.H 

11. Applications of First New York yom et al. to become bank holding companies- ----- 

12. In the matter of the application of First Bank Stock Corp. for approval of acquisition 
of voting shares of First Eastern Heights State Bank of St. Paul, St. Paul, : 

13. In the matter of the application of the Marine Pr! for prior approval of action to be- 
come a bank holding company under sec. 3 of the Bank Holding Company Act of 


1956. 

14. In the matter of the application of BancOhio Corp. for prior approval of acquisition of 
voting shares of the Kenton Savings Bank. 

. In the matter of the application of Union Bond & Mortgage Co. for prior approval of 

acquisition of voting shares of Bank of Sequim, Sequim, Wash. 

. In the matter of the application of Union Bond & Mortgage Co. for prior approval of 

acquisition of voting shares of Forks State Bank, Forks, Wash. 

17. In the matter of the application of the First V irginia Corp. for prior approval of acqui- 
sition of voting shares of Old Dominion Bank, Arlington, Va. 

18. In the matter of the application of Firstamerica Corp. for prior approval of acquisition 

of voting shares of California Bank, Los Angeles, Calif. 

19. In th ematter of the application of Northw est Bancorporation for prior approval of 
acquisition of voting shares of the First National Bank at Eveleth, Eveleth, Minn. 

20. In the matter of the application of First Security Corp. for prior approval of acquisition 
of voting shares of more State Bank, Fillmore, Utah. 

21, In the matter of the applications of Citizens and Southern National Bank and Citizens 
and Southern Holding Co. for prior approval of acquisition of voting shares of Amer- 
ican National Bank of Brunswick, Brunswick, Ga. 

22. In the matter of the application of the Marine Corp. for — approval of acquisition 
of voting shares of Pewaukee State Bank, Pewaukee, Wis. 

23. In the matter of the application of Bank Stock Corp. of Milwaukee for = ae 
of action to become a bank holding company under sec. 3(a) (1) of the olding 
Company Act of 1956. 

24. In the matter of the applications of the Atlantic National Bank of Jacksonville and 
Atlantic Trust Co. for prior approval of acquisition of voting shares of Southside 
Atlantic Bank, Jacksonville, Fla. 

25. In the matter of the application of Bank Stock Corp. of Milwaukee pursuant to sec. 
3(a)(1) of the Bank Holding Company Act of 1956. 

26. In the matter of the application of Farmers & Mechanics Trust Co., Childress, Tex., 
for prior approval of acquisition of voting shares of the First National Bank, Padu- 


ao 


cah, Tex 

27. In the eanber of the application of First Wisconsin Bankshares Corp. see pe 4 Wis- 
consin Bankshares Corp.) for prior approval of acquisition of voting shares of May- 
fair National Bank, Wauwatosa, Wis. 

28. In the matter of the application of First Bank Stock Corp. for approval of acquisition 
of voting shares of Eastern Heights State Bank of St. Paul, St. Paul, Minn. 

29. In the matter of the application of the First Virginia Corp. ‘for prior approval of ac- 
quisition of voting shares of the Purcellville National Bank, Purcellville, Va. 

30, In the matter of the epplicetn of the Marine Corp. for prior spore of acquisition 
of voting shares of les Trust & Savings Bank, Green Bay, Wis. 

31. In the matter of the application of New Ham hire’ Bankshares, Inc., for prior ap- 
proval of acquisition of voting shares of the Peoples National Bank of Claremont, 
Claremont, N.H. 

32. In the matter of the application of Eastern Trust & Banking Co. for prior approval of 
the acquisition of voting shares of Guilford Trust Co., Guilford, Maine. 


Approved. 


Disapproved. 

Approved. 
Do. 

Disapproved. 


Approved. 


Approved. 


Source: Federal Reserve Board. 
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Since the law has been in effect for only a few years, one must 
withhold judgment as to whether it is an effective instrument for the 
prevention of concentration in the field of commercial banking. 

One measure of effectiveness, although a rough one, is a comparison 
between the number of requests submitted to the Federal Reserve 
approved and disapproved since the Act went into effect. This tabu- 
lation is presented in table XVIII. Of 32 applications by bank hold- 
ing companies to expand, only 4 were disapproved. In each case, the 
Board has presented a statement of considerations explaining the 
reasons for its decision. ‘These are too lengthy and vary too greatly 
to be digested logically into a report of this length. However, they 
provide the springboard for detailed investigation of concentration 
in a number of important regional markets. 

The statistical measures at our disposal indicate that, for the Nation 
as a whole, the share of holding companies of total resources of all 
commercial banks declined slightly since the Act went into effect. 
At the end of 1955, holding company banks held 8.1 percent of total 
deposits of all insured commercial banks; by the end of 1959, this per- 
centage had dropped slightly to 7.9 percent. However, those holding 
companies, which also operated branches, increased from 5.3 percent 
of total deposits to 5.7 percent over the same period. It was the unit 
banks which were responsible for the decline. 

A recent legal development whicb shows promise is an amendment 
to the Federal Deposit Insurance Act.*" Passed in May 1960, it 
has been in operation for too short a time for more than a fragmenta 
appraisal of its potential. The Act requires that no insured ban 
merge, consolidate, acquire the asset of, or assume liability to pay 
any deposits of any other insured bank without the prior written 
consent of the Comptroller of the Currency for a national bank, of 
the Board of Governors of the Federal Reserve System if a State 
member bank and of the Federal Deposit Insurance Corporation if a 
nonmember insured bank. The regulatory bodies must consider both 
the adequacy of the applicant and the banking needs of the com- 
munity in question. 

In the case of a merger, consolidation, acquisition of assets, or 
assumption of liabilities, the appropriate agency shall take into 
consideration the effect of the transaction on competition (including 
any tendency toward monopoly), and shall not approve the transac- 
tion unless, after considering all of such factors, it finds the transaction 
to be in the public interest. In the interests of uniform standards, 
before acting on a merger, consolidation, acquisition of assets, or 
assumption of liabilities under this subsection, the agency (unless it 
finds that it must act immediately in order to prevent the probable 
failure of one of the banks involved) shall request a report on the 
competitive factors involved from the Attorney General. 

The Attorney General is to submit his report within 30 days after 
receipt of the request and in case of emergency within 10 days. 

The Comptroller, the Board of Governors, and the Corporation 
shall each include in its annual report to the Congress, a full descrip- 
tion of each merger, consolidation, acquisition of assets, or assump- 
tion of liabilities approved by it during the period covered by the 


21 Public Law 86-463, 86th Cong., S. 1062, May 13, 1960. 
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report. It is also required to furnish the following information for 
each case handled: the name and total resources of each bank in- 
volved; whether a report has been submitted by the Attorney General 
hereunder, and, if so, a summary by the Attorney General of the sub- 
stance of such report; and a statement by the Comptroller, the Board, 
or the Corporation, as the case may be, of the basis for its approval. 

Information from the Attorney General’s Office indicates that the 
Antitrust Division has already received requests for opinions and has 
answered such requests in more than 200 cases. Copies of these 
opinions have been furnished to the committee and will greatly facili- 
tate future analysis of the administration of monopoly problems in 
in the field of banking and credit. It is obviously impossible to sum- 
marize the sense of all the reports but perhaps the following summary 
of a report to the Comptroller of the Currency in June 1960, will be 
indicative and informative as to which measures the Department of 
Justice considers relevant in analyzing competition and monopoly in 
each market. 


The merger of the First National Bank of Bath, Bath, 
Maine, into First National Bank of Portland, Portland, 
Maine, would tend toward monopoly and seriously diminish 
competition in commercial banking in Bath. It would also 
have some adverse effect in Sagadahoc County generally. 
First National Bank of Portland has recently acquired one of 
the three banking offices in Bath. Its acquisition of another 
bank in Bath would increase its present share of total assets 
by 32.8 percent (to 63.28 percent), its share of deposits by 
31.70 percent (to 60.47 percent), and its share of loans by 
24.74 percent (to 50.78 percent). Thus, concentration in 
commercial banking in Bath would increase and existing 
competition would be permanently eliminated. 

The merger of the Thomaston National Bank, Thomaston, 
Maine, into First National Bank of Portland would have 
some adverse effect on competition in commercial banking 
in the town of Thomaston and in Knox County generally. 
First National Bank of Portland, with a recently acquired 
(by merger) office in Rockland in Knox County, is presently 
in competition with the Thomaston National Bank in 
Thomaston, and Knox County generally. That competition 
would be eliminated, but probably with less serious effects 
than would flow from the Bath merger because First National 
Sit Og Portland does not have a branch in Thomaston 
itself. 


At the end of this year when the first reports on the provision of 
the law of May 13, 1960 are filed by the Board of Governors of the 
Federal Reserve System, the Comptroller of the Currency, and the 
Federal Deposit Insurance Corporation we will have a far better 
picture of the status of concentration and monopoly in banking in 
many local markets. 

The Department of Justice, which Congress limited to an advisory 
role under the new Federal Bank Merger Act, seems likely to be playing 


2 Source: Letter of June 17, 1960, to Hon. Ray M. Gidney, Comptroller of the Currency, from Robert A, 
Bicks, Acting Assistant Attorney General, Antitrust Division, Department of Justice. 
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a more important part in future bank consolidations. For the first 
time, the Department has succeeded in applying the antitrust laws to 
break up a bank merger. 

The Department acted in August 1959, to block the acquisition ot 
the California Bank, Los Angeles, by the Firstamerica Corp., a west 
coast bank holding company, with banking interests in 11 States. 
The acquisition, approved previously by the Federal Reserve Board, 
involved the merger of Firstamervea’s largest affiliate, the First 
Western Bank & Trust Co., San Francisco, into the California Bank. 

Recently, the Department agreed to end its antitrust action if 
Firstamerica would agree to its plan for restructuring banking compe- 
tition in California. The plan, which is subject to Sercoval by State 
authorities and the Federal Reserve Board, contemplates that— 


Firstamerica will keep the shares of California Bank it 
acquired and will go ahead with the merger of First Western 
Bank & Trust into California Bank. 

Firstamerica will organize a new bank consisting of 65 
former offices of the First Western Bank & Trust. 

Firstamerica will sell, or spinoff the new bank, within 2 to 
6 years after approval of the plan by the banking agencies. 


The end result will be a new statewide institution, presumably 
capable of offering competition to the $11.6 billion Bank of America, 
National Trust & Savings Association, which operates more than 600 
offices throughout the State, and to the merged California Bank and 
First Western Bank & Trust, which will keep more than 100 offices. 

After the sale or spinoff, the merged bank will have about $1.7 
billion in deposits, making it the fourth largest bank in the State. 
The new bank will have about $500 million in deposits, making it the 
ninth largest. 

Firstamerica, thus, will have achieved its objective of obtaining a 
statewide subsidiary with major representation in both the San 
Francisco and Los Angeles areas. But the subsidiary will be roughly 
only two-thirds as big as it would have been if the Department of 
Justice had not intervened. 

Whether two smaller institutions will be more effective in providing 
competition to the Bank of America than one larger one is a question 
that only time will answer. The Department of Justice’s present 
emphasis, however, is on numbers rather than size. 

he Firstamerica settlement represents a milestone in the Depart- 
ment of Justice’s bid to assert jurisdiction over bank mergers. Until 
recently, the Department’s authority had been regarded as limited to 
mergers involving stock acquisitions under section 7 of the Clayton 
Act. In effect, this restricted the Department’s jurisdiction to 
mergers involving purchases of shares by bank holding companies, 
inasmuch as most other mergers are accomplished by asset acqui- 
sitions. 

In passing the Bank Merger Act last spring, Congress apparently 
thought it had settled once and for all the Department’s jurisdiction 
over assets acquisitions. The law provided that the Department 
would render an advisory opinion on each bank merger, but that 
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final say would rest with the three banking agencies—the Comptroller 
of the Currency, the Federal Reserve Board, and the Federal De- 
posit Insurance Corporation. 

The Department of Justice’s case was based partly on section 7 of 
the Clayton Act. Under this, acquisitions and mergers that may 
substantially lessen competition or tend to create a monopoly in 
sor se of commerce in any section of the country are deemed un- 
awful. 

In addition, however, the Department dusted off the Sherman 
Act, the original antitrust law. This had never before been applied 
to bank mergers and only rarely to other mergers. 

The Sherman Act prevents contracts, combinations, and conspiracies 
in restraint of trade. But because it deals with completed transac- 
tions—not tendencies, as in the Clayton Act—it had proved a cum- 
bersome enforcement weapon. 

In its complaint, the Department of Justice charged that the 
Firstamerica stock purchase and merger agreement with the Cali- 
fornia Bank itself was an unlawful conspiracy in restraint of trade. 
Apparently, this view could be applied to any other bank merger— 
a significant development for the containment of monopoly. 


VII. RECOMMENDATIONS FOR FuRTHER INVESTIGATION 


This is a preliminary study summarizing data from statistical tables 
designed by this committee and worked up by the Board of Governors 
of the Federal Reserve System from their records. Also, certain 
material was updated at our request by the Federal Deposit Insur- 
ance Corporation. These enable us to reach tentative conclusions 
on the growth of concentration in banking between 1955 and 1959. 
We also are able to analyze the evolution of the banking structure 
and of concentration ratios in the various States and in some metro- 
politan areas. We still do not have a comprehensive identification of 
the market for banking services in the United States, and it is acknowl- 
edged that this is a difficult task because the market is shifting. 

owever, as we have shown, the Federal Reserve Board and the 
Department of Justice have had to come up with market identifica- 
tions and definitions under the laws of 1956 and May 1960. After 
several years of such identification it may be possible to set up a 
bank market map for the United States so that we know what market 
weare talking about when we talk about concentration and competition. 


The Problem of Entry 


One important element in determining whether the supply of bank- 
ing services is adequate, is the problem of entry. No one can operate 
a bank without a charter from some regulatory body, State or Federal. 
After determination of our banking markets it will be instructive to 
know many new banks were allowed to be organized in each year. 
A bank must first receive a charter from the Comptroller of the 
Currency, if a national bank, or from the State banking officials, if 
a State bank. Membership in the Federal Reserve System is not an 
important obstacle to entry. Half the banks in the United States are 
not members. However, the number of applications for membership 
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in the Federal Reserve System which have been approved by the 
Board of Governors in recent years is presented below: 


18 | 1960 (10 7 


While only one application for membership which reached the stage 
of formal presentation was denied (in 1958), many more were infor- 
mally discouraged from applying. In many cases nonmember banks 
may discuss the membership question with the local Federal Reserve 
bank and later withdraw its application. Uninsured State banks 
who desire insurance or new State banks must apply to the Federal 
Deposit Insurance Corporation. A complete summation of applica- 
tions, approvals, and disapprovals for the entire United States and for 
each State is reported in appendix II. It will be noted that in earlier 
years; between 1935 and 1937, the percent of denials was quite high, 
but during the last few years approvals have been much greater than 
denials. owever, denials between 1953 and 1957 were at a consider- 
ably higher level than in recent years, running as high as 20 in 1957. 
It is not probable that the FDIC is a major roadblock to entry into 
the field of banking. 

When we come to the record of the Comptroller of the Currency 
the record is different. In the 11-year period between 1949 and 
1959, the Comptroller approved 218 applications and rejected 187. 
In some years, e.g., 1949, 1950, 1956, and 1957, rejections equaled 
or surpassed approvals. The applications and the record showing 
reasons for approval and disapproval should be examined to see if 
the effect on competition and monopoly was sufficiently weighed in 
these decisions. 

No picture of entry is complete until a similar record of applications, 
approvals, and disapprovals is received from each of the 50 State 
banking commissioners. 


TaBLE XX 


APPLICATIONS FOR AUTHORITY TO ORGANIZE NATIONAL BANKS, JAN. 1, 1949, TO 
JAN. 1, 1960, INCLUSIVE 


Jan. 1, | 1950 | 1951 | 1952 | 1953 | 1954 | 1955 | 1956 | 1957 | 1958 | 1959 | Total 


1949 
Applications received__- 28 28 30 41 44 51 71 59 48 48 79 527 
Applications approved... 10 7 15 15 19 20 41 23 17 16 35 218 
Applications rejected... 15 16 6 16 18 15 25 23 18 12 24 187 
53 51 51 72 81 86} 137] 105 83 76 | 138 932 


APPLICATIONS BY STATE BANKS FOR AUTHORITY TO CONVERT INTO NATIONAL 
BANKS, JAN. 1, 1949, TO JAN, 1, 1960, INCLUSIVE 


Applications received 


8 4 2 2 6] 15 7 10 4 12 15 85 

Applications approved... 4 4 2 1 5 12 9 10 3 10 9 69 
Applications rejected __ 1 1 0 0 0 0 0 0 0 1 4 
13] 9 | 4; 3{ 161 7| 23| 25] 158 


Source: Comptroller of the Currency. 


%3 See table XX. 
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There is no question that. the decline in the number of banks in the 
United States has reduced competition in banking. The memories of 
bank failures before 1934 may lead the chartering authorities to err 
too much in the other direction and charter too few unit banks in 
banking market areas where a larger number of banks would greatly 
improve the competitive conditions by increasing the supply of 
banking services. 


Relative Performance of Branch and Unit Banks 


There is a need for further analysis of the relative efficiency and 
relative advantages to the consumer of the branch bank and of the 
well-run unit bank. 

Branch banking has grown tremendously in the past decade and a 
great deal of this growth has occurred through the absorption of the 
smaller banks by the larger ones. Between 1950 and 1959, 1,503 
commercial banks in the United States were absorbed in the course of 
mergers.“ For example, in New York State where branch banking 
is permitted within “banking districts,” extensive areas each com- 
prising a number of counties, 40 percent of the banks in the State have 
been absorbed in mergers since 1945. What is the reason for this wave 
of mergers? Do branch banks or larger banks really provide better 
service to their customers? The question is a complex one and many 
reasons have been given. Some observers state that there is a con- 
centration movement in American industry, in general, and banking 
is merely following the trend. 

In 1954, the Comptroller of the Currency, in his annual report,” 
gave several reasons why small banks sell out to larger banks and other 
reasons why the larger banks try to buy out the smaller banks. 
Briefly, these may be condensed as follows: 

1. The advancing age of management and the failure to provide for 
successors. 

2. Attractive prices offered for the stock of a bank, well above the 
levels available in limited local markets. 

, 3. Failure to keep up with aggressive competition from neighboring 
anks. 

4. Inability of small banks to meet the increased borrowing needs 
of their customers. 

5. Loss of important business because of acquisition of local concerns 
by large national industries. 

The following are the principal reasons advanced for the purchase 
of smaller banks by larger ones: 

1. Necessity of increasing the volume of retail business. 

2. Need to better service existing business or to follow customers to 
the suburbs. : 

3. Desire to expand lending limits. 

4. Competitive urge to excel in growth. 

However, the most important factor in the growth of branch 
banking and of concentration of banking in general is a reaction to 
economic changes in the Nation asa whole. The rise of the use of the 
automobile and better roads have resulted in a greater mobility of the 
population. Now people can travel farther to meet their banking 
needs. The national shift to the suburbs, the growth of shopping 
centers and chainstores have also resulted in the geographical change 


% In some States the decline of unit banking has been even more dramatic, 
% Comptroller of the Currency, “Annual Report for 1954,” pp. 9-11. 
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in the location of the bank’s customers. The banks feel that they 
must move with their customers or lose valuable accounts. The 
movement of industry and of the head offices of large corporations to 
suburban areas have created similar problems, since their credit 
needs are much larger than the type of firm previously served by the 
banks in the suburban or rural areas. The statewide or nationwide 
business ag ie which has located in a new suburban location 
needs service from larger or more expensive banking organizations. 

However, there is a great deal of opposition to branch banks and 
this opposition stems from the general antipathy of Americans toward 
concentration or the pushing out of the little fellow in any field of 
economic endeavor. 

With branch banking, banking loses its personal character. Local 
businessmen who have depended on the character and reputation of 
the community when they dealt with unit banks, resent having to fill 
in elaborate credit information which the branch bank demands. 

Also, branch banks lose personal contact with the community. 
This happens because branch offices are often rotated, and while this 
may be a sound personnel policy for the banking structure as a whole it 
results in the branch community having to do business with 
“strangers.” 

While many reasons have been given for the decline in unit bank- 
ing and of the small country bank in particular, these institutions are 
extremely important to our economy and even more important to 
the farmer and the small businessman. As will be shown later, dif- 
ferent classes of banks do different kinds of business, and the farmer 
and businessman in the small country towns still rely on the small 
unit bank. 

In summary, the location of banks is in a state of flux because of 
recent population shifts. There is evidence, from the very incomplete 
survey above, that well-run unit banks can survive, and that they 
can compete effectively with the branches, so long as the regulatory 
bodies insure the same antimonopoly protection in Goskine as in other 
fields of industry and trade. wever, further study in the field of 
relative business performance and social performance of multiunit 
et wry on the one eve and of unit banks on the other, would be very 
useful. 

Another important field of investigation is the sources and uses of 
credit by can business. The most recent survey correlates the size 
of the borrower, broken down into three categories—small, medium, 
and large—and the size of bank, measured by total deposits. While 
11 ogra of small borrowers borrow from small banks (under $10 
million in deposits), only a fraction of the large borrowers borrowed 
from this class of bank. Conversely, almost 95 percent of the large 
borrowers borrowed from banks with total deposits of at least $100 
million. However, more small borrowers borrowed from banks with 
resources of between $100 million and $1 billion than from the smallest 
two categories of banks. Since banks of more than $1 billion in 
deposits are not found in many parts of the country, it may well be 
that in these areas small business borrows from as large a bank as is 
willing to accommodate. However, taking the country as a whole, 
40 percent of the loans of the two smallest categories of banks were to 
small borrowers and only 5.2 percent to large borrowers. These sta- 
tistics, compiled in October 1957, are presented in table XXI. 
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TaBLe X XI.—Size of business borrowers at member banks in the United States, by 
size of bank, 1957 


Size of bank (total deposits in millions of dollars) 


Size of borrower All banks 
Under 10 10 to 100 | 100 to 1,000} 1,000 and 


over 


Amount outstanding, Oct. 16, 1957 (in millions of dollars) 


40, 618 1, 684 6, 439 14, 192 18, 304 
7, 001 792 2, 082 2, 613 1,514 
14, 704 38 715 4, 517 9, 434 


Percentage distribution within size-of-borrower group 


100.0 4.1 15.9 34.9 45.1 
100.0 11.3 29.7 37.3 21.6 
100.6 4.9 30.7 64.2 


Percentage increase, or decrease (—), in amount outstanding, 
1955-57 


Small 10. 6 5.0 11.3 10.3 13.5 
Medium 28.0 22.9 26.4 25. 5 32.0 


Source: ‘‘Financing Small Business,” report to the Committees on Banking and Currency and the 
Select Committees on Small Business, U.S. Congress, by the Federal Reserve System, Apr. 11, 1958, 85th 
Cong., 2d sess., pt. 2, p. 386. 


Moreover, as shown in table XXII, loans to small business between 
1955 and 1957 decreased by 3 percent, while the decrease in loans to 
small manufacturers was much more substantial, ranging from 16 to 35 
percent. It will be seen that the two largest categories of businesses, 
ranging from $25 million in assets upward, had an increase in loan 
credit of 51 and 66.4 percent, respectively. The discrepancy is great- 
est in the field of construction, where the loan credit of the smallest 
firms declined by 25 percent while that of the largest firms increased 
by 310 percent. It appears least discriminatory in the field of retail- 
ing, where business loans to medium-sized firms increased by 51.4 
percent, while the largest firms had an increase of only 33.7 percent. 
However, the rise in loans for the smallest category store was only 3.4 
percent. This appears to show that the credit-restricting policies of 
the central banking system of the United States has tended to hurt 
small business more than it has large. This situation is aggravated by 
the fact that big business has other means of financing itself which are 
not open to small business in any realistic fashion. For example, 
large business can sell stocks and bonds on the exchanges much more 
easily than a small business can. One has to have a minimum size 
and importance to tap a national credit market. Only large 
banks can afford to open up lines of credit. A study by the Federal 
Reserve Board shows that 98 percent of the banks in the largest 
category granted credit lines while only a little more than a third of 
the smaller banks were able to do so.” 


% Federal Reserve Bulletin, June 1956, pp. 573-579, 
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A line of credit is an informal arrangement where businessmen may 
draw on their bank credit up to a certain agreed amount without 
making any formal application. This is exceedingly important to 
businessmen of all classes, but it appears that it is not available on 
any large scale to creditworthy small businesses. 

It will be useful to know where small businessmen turn for credit— 
long, short, and medium. Do they use the commercial banking sys- 
tem or do they borrow from relatives and friends? How large must 
they be to “go public’; that is, to sell their stocks and bonds to the 

eneral public through underwriters. Preliminary inquiry at the 
curities and Exchange Commission indicates that smaller firms are 
poing in for stock and bond issues at an ever-increasing scale. This 
as been especially true of small manufacturers. However, it is im- 
possible to appraise the comparative importance of public issues as 
ee of credit to small business without a much higher survey of 
the field. 

We may find, as we study the field more intensively, that multiunit 
banking is a product of a certain time and of a certain set of legal, 
economic, and political conditions. We may also find that other 
factors than the decline of unit banking have adversely affected new 
enterprise and small business. Among these may be cited: a gen- 
eral credit restriction policy which has resulted in discrimination 
— small business; the absence of strong regional capital markets 
which small business, especially small manufacturers, can use until 
they are ready for the large national markets; the absence of a Gov- 
ernment agency to issue ‘‘small business bonds” to the general public 
and then turn over the proceeds of these bond sales to the recently 
established small business associations at a nominal charge; and the 
entry restrictions by the State and national regulatory bodies in the 
field of banking. Yet it is very important that the small bank be 
preserved and monopoly curbed. 

In conclusion, it does not appear from the evidence presented that 
either the Board of Governors or the Comptroller of the Currency 
ever had any faith in the application of the antitrust laws in the field 
of banking. Only one case has ever been brought by the Federal 
Reserve under the antitrust laws and that was lost in court.” As has 
been shown, the great majority of applications under the Bank Holding 
Company Act of 1956 have bad granted. The Board has not seen 
fit to devote substantial numbers of persons or of dollars to realistic 
antitrust enforcement, nor has it come forth with any proposals to 
reduce concentration in American banking through the dissolution 
of existing concentrations of economic power. 


27 Transamerica Corp. v. Board of Governors, 206 F . 2d 163; certiorari denied, 346, U.S. 901. 
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APPENDIX I 


Selected Asset and Liability Items All Insured Commercial Banks, 
Broken Down Into: Unit Banks, Banks Operating Branches, Unit 
Banks Controlled by Holding Companies and Branch Banks Con- 
trolled by Holding Companies.'!_ For the United States as a Whole 
and the respective States for December 31, 1954,? and December 
31, 1959. 


1 Branch bank under ‘‘Holding company control (col. 9) are also included under ‘‘ Banks operating 
branches”’ (col. 2). 
2 Time deposits available only for 1959. 
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Cash, balances with other banks, all insured commercial banks, for the United States and by States 


DEC. 31, 1955 


{Amounts in thousands of dollars] 
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